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A Security Breakdown

By George Lardner Jr.
Washington Post Sltat! Writer
The CIA has a reputation for making the atrictest se-
curity checks in the U.S. intelligence community, but its
investigation of Max Hugel appears to have been a hux-
1y-up, seven-day job that failed. to sound even a mild
alarm about his complex business career. ’
Hugel, who held one of the CIA’s most gensitive posts,
wasn’t particularly helpful himself. His dealings with two
vall Street brokers in the early 1970s involved what
Hugel described as attempted “blackmail,” but he said he
czw no need to repoct this or other details of the acrimo-
nious relationship when he joined the agency earlier this
y2ar. : : - : :
The CIA’s investigation posed a sharp contrast to the
measured pace outlined in an official description of the
agency’s standard procedure. '
" Reaction from members of the Senate Intelligence
Commmittee late yesterday indicated that the Hugel mat-
ter could cause problems for the Reagan administration

As deputy director for operations, the post he resigned
yesterday, Hugel had access to the government’s top se-
crets and directed the agency’s global network of covert
inteliigence agents. .

The first interviews concerning Hugel were conducted
Ly the CIA’s Office of Security beginning Jan. 14, just

one week before Hugel started work at the agency, and
the last were completed on Jan. 16. - .. - -
The records indicate that Hugel

had been “cleared” at some CIA ech-

clons on Jan. 19 and was given final

approval by the Office of Security,

pending some overseas checks, on

Jan. 21, the day Hugel started work

at the agency.

.

Some of the interviews, including
a set in the New York area that con-
tained just a whisper of criticism,
were not put together and synop- -
gized until March 6, several weeks
after Hugel had been given his first

- promotion, to deputy director for ad-
ministration. .. —_—
" Through it all, however, the Office
of Security, which is-responsible for |
investigating everyone hired at the
agency, from top officials down to
the cleaning crews, evidently found *
nothing to arouse its suspicions
about Hugel's business dealings or-
any other facet of his life. §
Under a longstanding directive
from the director of central intelli-
gence, last updated in 1976, anyone
to Wapprotedd
* compartmented information” —
which is a notch. above top secret
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They are umtormly full of praise, |

de_px.cting Hugel as a "hard-driving
millionaire whose “workaholic” hab-
its constitute his biggest failing.
_ In all, 28 people were interriswed
in New_ York, New dJersey, New
Hampshire and Florida, elthough
nine were just short-time neighbors
ax}d aquaintances of acquaintances
with nothing of substance to say.

Those questioned at length in-
cluded Manchester (N.H.) Union
Leader publisher William Loeb and
other individuals that Hugel gave as
references. They included his tax ad-
viser in New York and a business a3-
sociate in Florida who owns a pent-
house near Hugel’s in Bal Harbour.

_ The CIA also checked with what
it f:al_led “developed informants,” but
this is apparently a catchall category
that includes everyone, except neigh-
bors, whom Hugel did not list as ref-
erences. oL :

Fgr instance, Robert Howard, !
president of the Centronics Data |
Computer Corp.,, who had known -
Hugel for more than 20 years, was
listed as a “developed informant.” So
was Roy Nagagawa, successor to |
Hugel-as chief executive officer of
Brother International Corp. in Pis-
cataway, N.J., and an. acquaintance
sm%(;] Wé)r!d War IL -

e flavor of the interviews is re-
glected by those conducted Jan. 186 ;
in thg Miami area, where Hugel was !
described as “hard-driving, very ad-
ept, intelligent, capable of wocking
well under pressure” —a man
wealthy enough to relax, but who
was, nonetheless, accustomed to
working 18 to 20, sometimes 24
hours a day. A

95 # yp nothing |
%u 1 rgedgﬁ(“ei ingg‘H;?c' et'?in Nashg: i
ua, _N.H., one in- 1976 and two in |

~ .. 1
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All of those indicted pleaded ne contest

. T A - R B ' and were fined and placed on probation, ac-
Ci A Al e UItS cording to the Securities. and Exchange

Commission, . .

. o~ An official of the Securities and Ex-
Af’ter ’ Allegatlon ckange Commission said he wasn't aware of
o any current investieation of the ailezations
: . against Mr., Hugel. The commission cusiom-
Of impf{' Opr lety arily doesn’t diselose the existence of inves- -
. e tigations, ..
: e In a letter of resignation to CIA director

' . =] wiltam Casey, Mr. Hugel said the allegas |
Doty Diroctor Max Hugel| - time Sl s i)
Oeies Published Report| ey o e b ot oLt
Of StOCk F raudphaiges gggggqtgdmggtfiugels resignatioy “with

- ;! - ) B f.i-"_hw.\_,n_ : A . A
Bya WALLSTREST JOTSNAL Stals Reporio o2 The White House, meanwhile, tried to

- WASHINGTON—Max Hugel, the ¢ontro- play down and separate itself from the con-

R R

carsial . o - Intelligence troversy. White House spokesman David
lemém.:sczxg; g;é:ggoncs@zzﬁénede after a Gerzgen said President Reagan's aides didn't
p f‘i?hsc}}xl ed ‘report’ that h;;-' engbaged in im- learn of the charges until last week, when
proper and: possibly illegal securities actvi- some reporters: were rumored to be looking
tiesin 1974, .- I v« e L5 G ‘Into them. Tg_e CrAdid an “extensive _back-
The report in tie~ Was ngton Post con- ground check-on -Mr. - Hugel before his ap-
cemned Mrv Hugel's relations ‘With -M¢Nell pointment, Mr. Gergen said, but apparently
Securities Corp., which acted-as a- market didn’t uncover-the allegations: Mr. Gergen
maker in the stock of Brother. International said that didn't surprise him, as It is “jt-
Corp., a consumer etectronics company Mr. erally impossible to talk to every individual
Hugel once headed. &7 . N Who has ever. known", an individual who is
According to- the’chargés“in’ the Post;]|  being investigated T T
while Mr. Hugel was president of Brother|] .- As far as the White House is concerned,

International, he leaked confidential infor- ! Mr, Gergs:n sald, the “matier is”closed"
mation to the McNell firm about the com- by Mr. Hugel's tesignation. Mr. Gergen
pany and a concern with which: it did busi- said neither the President nop- his aides
ness and for which Mr. Hugel later worked, | forced Mr. Hugel's departure, but he praised
Centronics Data Computer Corp:; he tried to Mr. Huget for his “‘sensitivity” in leaving, -
manipulate the price of Brother Interna- The appointment of 58-year-oid Mr. Hugel
tional’s stock, and he funneled money to Mc- as the CIA's Spymaster -was coniroversial
Nell Securities in ‘an unsuceessful effort to because he lacked experlence in  covert
keep the firm afloat. Mr. Hugel denied the Operations. His biggest asset was considered.
‘charges. R to be his loyaityto Mr. Casey, for whom Mp.
The Post quoted tape recordings of con- Huge] worked -during the. presidentia] cam-
versations between Mr. Hugel and Thomas paign. Mr. .Casey. was President Reagan's
McNell, the head of the securities firm, in campaign manager,. . - o o
which some of the activities auege(_i‘lyifwere . Mr. Hugel's supporters _praise his  tongh-;
discussed. ' ' CFT GuPT | ness, but his detractors have a different.
McNell Securities eventually became’a view. As one put i, Mr. Hugel is “a man
branch office of Executive Securities Corp.,1  with no people skills, no politicat skills and
which has since gone out of business, Spme ‘absolutely no-discretion.” .. - IR
Executive Securities’ officials were indicted " The CIA- said- Mr.: Casey has appointed
In 1977 for misappropriating money that was|  John Stein, a career officer, to succeed Mr,
supposed to be used to buy Centronics Datat  myeer ag deputy director for operations. -
stock for customers. . . i vy i o B e LT e LT
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Chief of CIA

-Of Stock Maneuvers -

Quils Post
Hugel Denies Charéeé

" By Jeremiah O’Leary

Washington Star Staff Writer

‘Max Hugel resigned his job as the

CIA's chief spymaster yesterday be-

"ness associates. of improper stock’

cause of allegations by former busi-

market practices in the mid-1970s.
The White House said President

. Reagan does not feel Hugel's sudden
“departure reflects badly on CIA Di-:

w - . P T O riOS
srector William J. Casey, who made

.the S6-year-old former businessman”

.and campaign- aide"his * personal-

“all intended to boest the
s stock in a firm he headed. ~ -

<hoice for one of the most sensitive-
intelligence posts in the govern-
ment- - e LRI ,:,._

~Hugel quit after it was reported-
that two former associates accused’
him of a number of improper acts ~.
price-of

Hugel called the charges “un-

“founded and untrue,” but said they

“have become a burden which I no
longer believe is fair to impose on
the administration, the agency, my
family and the splendid men and

.women who work with me.” White

House officials said President Rea-
gan was saddened by the éventslead-
ing to the resignation. .

" “There is a sadness here that this’

‘happened to this man after seven-

years had elapsed and because of
newspaper articles about him,” pres:
idential assistant David R. Gergen

“told reporters yesterday. -

~his service to the administration. He

“The administration is not embar-

rassed. The alleged activities hap- |

pened seven.years ago, not during

“has conducted himself with sensitiv.:

ity. There has been no hard proof
‘that Mr. Hugel engaged iq these

.sorts of activities.”

Senior White House official.snsaﬁ -

Casey is not in any trouble as far as
Reagan is concerned although there
reportedly was some resentment in
the Reagan inner circle when the.

newly named CIA chief chose Hugel -

to be deputy director for operations

House.‘ .

15 July 1981

"The president believes Bill Casey
has done a first-rate job at the CIA
Gergen said. “The president has
great faith in the people he appoints
.and when they appoint others. Bill

*. Was active in dealing with this sit-
+ ‘uation and it was brought to a rapid

-conclusion. From the White House

_-pointof view, the matter is closed.”

.- But the White House did not ex- !
. blain how the alleged business deal-

- ings of the S6-year-old Hugel went
= undetected in the course of what of-
. ficials said was an “extensive” secu-
i rity check on Hugel conducted by
. :the CIA before he took charge of the
;.2Bency’s covert operations under-
. Casey. ..~ T

There was no F'Eiius:ecur-it-yi check

- of Hugel, Gergen told reporters. .
He quoted E. Pendleton James, di- -

‘rector- of personnel ‘at the White

- House, agsaying he had been unable -

to ascertain whether Hugel's former

business associates, brothers Thom-

asand Samuel NcNell, had attempted
to furnish him tapes and documents
on Hugel's business dealings as they

. claimed... - :

The brothers instead gave their
-material, accusing ‘Hugel of de-

A{rauding them and improper stock -
- market manipulation, to The Wash-

.dngton Post, which, published a
lengthy story on them yesterday.
~_In accepting Hugel's resignation,

~Casey named John Stein, a career -

CIA oficer, to become DDO. .
Several newspapers and a major
wire service have been pursuing the
'details of Hugel's background ever
since he tirned up at CIA headquar-
ters, first as a special assistant to Cas-
ey and then as chief of DDO. Hugel
and - Casey. had become - well-

- acquainted in the 1980 -campaign
."when Hugel was a top official of the
Reagan -campaign in New Hamp-

shire.: .- -

Gergen said Hugel fesighéd on h.is; ’

own and denied that White House

.chief of staff James A. Baker Ill had |
~ called Casey to tell him Hugel had

to go after the allegations appeared
in printyesterday. . . ...

He said Casey has not talked with

Reagan about the case.

"~ . Gergen gave this.scenario of the |

events leading up to Hugel's “Dear

Bill” letter of resignation; mde pub-
- lic yesterday by the CIA:". . . - .

The White House became aware of

rumors about Hugel last Wednesday. -
Fred Fielding, the White House
counsel, apparently was the first -

White House official to learn that
Hugel was under intense scrutiny.

_ vid for the weekend: Baker alerted.

- and Michael K. Deaver — were told

- the Tesignation with *deepest re:*

" servedly earned the respect of those .
“with whom you have worked.” -

- tion as to whether there would be-
- further investigation of the charges
“leveled at Hugel, “There is a five- .|

- cusations made) and this happened

- things here to which the statute may -
_motapply.”. .. ... '

~originated with former Wall Street
* broker Thomas R. McNell, 49, and his

-said they and Hugel joined during
- the mid-1970s in prohibited actions
- intended to boost the stock of his

: “Int tional Corp. .. . 7 .. i
without first consulting the.White ] ) 000 :0??89‘018%?]:69”) _ 4
-~ - Approved 'f:qr 1 e_I?ase 2005/11/28 : CIA-RDP91-00901R |
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Fielding informed Baker of what ¢
he had heard last Thursday. Baker ;
called Casey and there was a meet--
ing at the White House involvin Ba-
ker, Fielding, Casey and Hugel. Staa-
ley - Sporkin, the Cla counsel,
continued working Friday on what
the White House still vegarded as a
rumor. T T

The Post said in its story yesterday'
that on Friday Hugel, accompanied
by two lawyers of his awn and Spor-
kin, met with reporters and editors
at the:newspaper's offices to review
the accusations. R
. But Gergen said no one knew the"
facts when Reagan went to Camp Da-"

President Reagan late Monday for -
the first time that newspaper stories
werg about to break about Hugel's,

business activities. e w
Yesterday morning, after the evij-
dence furnished by the McNell bro--
thers had appeared across the na-.
tion, Reagan'’s “big three” advisers ~
Baker, counsellor Edwin Meesa I

by Casey that Hugel had decided to
resign. - L.t
Reagan was informed of the res- -
ignation -yesterday shortly before -
the CIA announcement was made
public. “It is our understanding from
Casey that he resigned on his own,” |

Gergen said. - . S
In’ his letter to Casey, Hugel said .
he felt he could no longer effectively
serve Casey or the agency but said
he is available for any future assign-
ment in which he could be of help.

Cas_ey wrote back that he accepted..

gret”. »

He said he understood Hugel's po- -
sition and would respect his wishes,
adding, *I greatly appreciate youref-
forts for this agency. You have de-

Gergen said, in answer to a ques-'

year statute of limitations {on theac-

seven years ago. But there may be .

The - allegations agairist -Hug-ei

brother, Samuel F. McNell, 47,-who'

New York wholesale firm, Brother

CONTINUED
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Loce-U LA, Deputy Is Viewed
As Lacking ProFessionalism

NEW YORK TIMES
15 JULY 1931

By ROBERT PEAR

Speiialto The New York Times
WASHINGTON, July 14 — Before his | author of a recent biography of Mr.
resignation today, Max C. Hugel'was in | Helms. ““That’s ‘certainly never hap-

charge of the largsst directorate in the
Central Intelngence Agency, the branch
responsible for covert action and clan-
destine counterintelligence nverseas>

. Mr. Hugel did not {it the mold for that

vob intwo respects: He hadnot had a ca- |- ) 1]
- fice because its covert agents could, at

“reer in professional intellizence work;,
“instead, he had beérr'a businessman m
‘New Hamyshire and'worked on the Rea-
‘gan carmpaign staff in last year’s Presi-
dential election And, unlike most of his’
predecessors, he did not come from an
vy Leavue-stjﬂe “genﬂempn s 'club"
backgzround, -
Mr. Hugel's tltle W'-lS Deputy Drﬂctor
for Operations: Before March 1973, the
job bore ite title of Deputy Director for

plans. Wiiliam E.:Colby, who held the:

pesition in 1973 before ne became Dirse-
tor of Central Intelligence, said in an in-
terview today that he had asked James
; R. Schlesinger, then Director of Centyal |
ntelligence, to change the name be-
camse “plans’ was a euphemism for
what that part of the agency really did:-

Besides Mr. Colby; two other men who

had previously been in charge of the di-
.recteraie for plans, or cperations, were
promotad from within the agency to Di-
rectors of. Central Inteiligence. They
were Allen W. Dulles and Richand
Helms. Mr. Dulles:and Mr. Colby wer=
graduates of Princeton, and dir. Helms
was a graduate of Williams Coilege, an-
old liberal arts college in northwestem
Massachusetts.

“The Heart of the Agenq

" 1t would be: 'very unusual to have a]
nonprofessional, a-businessman; an or:]

dinary civilian nmning the dlroctorate
for operations,” said: “Thomas’ Powers,

| that's the office in <which: Uresment.,

~t Mr: Hugel because Mr. 'Casey thought

PRIt

cened before. That’s one position where |

you want a pmfessxonal That’s where | |

the heart of the agency always was, and

“werealways most interested /%> - -
Presidents took an interest m the of-

‘the President’s behest, foment unrest in
{oreign countries. In addition, the
_Deputy Director for Operations super-
-vised the recruitment of spies overseas,

- collecting mimitely detailed informa- |,

tion about low-levol cle,rks in Sov1et em-
bassiesabroad.- .
The Deputy Dxrectox also had :mthor-
L ity over counterintelligence operations
designed to learn about Soviet activities
in general, and supervised all. forms of
‘psychological warfare . conducted and
information disseminated by the agency
overseas.
- Officialsinthe ¥ \eagavz‘ umlmstrtxon
said that William J. Casey, the Director
of Central Intelligence,; had recruited

his rough-and-turuble style was exactly
what was needed to rebuild ihe clandes-
tine service. Some agency officials had
become:extremely cautious about con-
ducting covert operations afier years of
Congressional investigations exposing
unsuccessful and aborted projects, in-
cluding plans to assassinate for=1gn

T
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- Al of Mr. Hugel's predecessors had

. experience-in intelligence work bemrel

- Jr., 1958 to 1962; Mr. Helms, 1562 to 1963;

' Colby, 1973; William E. Nelscn, 573 o
-1976; WlILam Wells, 1876-77, and Jobn

leaders. ,ne. .-

v i r‘.

[y

they tcox charge of clandestine opera-
tions. Those who have held the position
since Mr. Dulles ars Frank G. Wisner,
irom 1352 to 1533; Richard M. ’\L\SPH

'Dﬁ‘smcmd FxtbGerald 1965 to 1067;
Thomas‘{aram&ssmas,&w to 1573; \L

‘vTc‘/Iar'n 1917to 1990 L
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By Ernest B, Furgurson
Washinzton Bureau of The Sun ) :
Washington—Max Hugel, a2 Heagan
' campaign operative appointed to a super-
sensttive post in the Central Intelligence
. Agency, resigned yesterday amid allega-
“ tions that hie had engaged in questionable
* stock market activities, ‘
© Mr. Hugel, formerly a Mew Hampshire
~ businessman, served as deputy director
for operations, in charge of clandestine
operations abroad, which is the agency's
_:top spy job and is usvally assigned to vet-
" eran intelligence professionals.
ile was put there by Director William

* J. Casey, who was chairman of Mr, Rea- -

" gan’s 1980 -campaign, and the choice
. stirred a furor within-the agency and on
Capitol Hill. : : )

Yesterday, after allegations about his
stock market practices were printed, the
administration quickly got rid of Mr.
Hugel and emphasized that he had not
been a presidential nominee in the first
place,

Alr. Casey named John Stein, who is a
career C1A man, to move into the deputy
director slot from his post as an assistant

. to Mr. Hugel. : .
Mr. Hugel was quoted in a CIA press

release ag insisting that' the allegations .

: are “unfounded and untrue.” The press re-

lease also said he was leaving because the

matter had become “a burden which he

believes is no longer fair to impoese on the

agency and the men and women who have
worked with him.” : .
The White House learned of the asser-

tions against Mr. Hugel last Wednesday, -

six days before they became public. They
involve improper market manipulation
and insider itrading that allegedly took
place several years ago. - .

Thomas McNell, who headed a Wall

~ Street brokerage firm, and his’ brother,
Samuel McNell, a former business associ-

ate of Mr.-Hugel, made the charges. Sam-

. uel McNell maintained that Mr. Hugel de-

Tnterational CorpbS U d LRl

firm headed by Mr. Hugel in the mid-"

1970s. U .

" MeNell's' firm for guestionable market
. manipulations and dealing with insider in- -
" formation. The Washington Post report-
. #d that the McNells sectetly tape-record-
*ed 'conversations that support their.

© ;- 'The-activities allegedly took place be 4

S

.. “Mr. Hugel wishes to emphasize that the
- allegations against -him concern his pri-
:ivate life and have no coanection what-
;~-50@ver to his association with CIA or to its
. activities.”. . : : ’

.. Huge}, 56, had access to the government’s-

* director for administration before getting
~ the operations job, - ) L

~~for two years before leaving the military -

 tion, of Hudson, N.H, and Mr. Hugel

" gan campaign full-time. He ran the Rea-
_ gan primary effort in Nashua, N.H, and

E

ase 20085M¥r26as<C aR|

Mr. Hugel allegedly used Thomas

charges.’ .

- fore 1975, so-the five-year statute of limi-
tations in such cases has run out. As are- .
sult, prosecution is unlikely. '

‘" Judah Best, Mr. Hugel’s attorney, sai
Mr. Hugel had not violated any laws and
denied the charges. The CIA release said,

As deputy director for operat-ions, Mr, !

highest secrets and directed its interna-
tional network of undercover agents. His
~move into that post was disclosed in mid-
May, after he became a special assistant
to Mr. Casey January 21, then was deputy

Mr. Hugel learned Japanese in ‘the
- Army and served in military intelligence

and sefting up a Japan-hased import-ex-
port firm to distribute sewing machines
and typewriters. ' : ’

“'This ‘successful venture was merged
. into Centronics Data Computer Corpora-

_served as its execulive vice president until !
“March; 1980, when he quit to join the Rea-

» later was picked by Mr. Casey to organize
national ethnic and volunteer organiza-:
tions for the campaign. - Lo
.--* William Loeb, the ultra-conservative -
editor of the Manchester Union-Leader,"
. takes credit for getting Mr. Casey and Mr.
Hugel together. -~ . 7 5=z

uty director of the CIA for operations, for-
~mer agercy officials who were free-to

speak out expressed disbelief. One-said

" One member of the Reagan transition
team-on intelligence calied the selection
- “aliving disaster.”

- .Eight weeks later, White House offi- |

- cials are saying that they were concerned

even then about the choice, but did not in-
."tervene because Mr. Casey was entitled to

pick his mwn staff. Mr. Casey's unques-
- tioned awthority to do so apparently was
, founded on his own high standing with Mr.
- Reagan, formed after Mr. Casey came in

~and reorganized a loose, free-spending :

Reagan campaign staff early last year.

At the White House, press spokesman

- David R. Gergen said, “Mr. Hugel has con-
ducted himself with sensitivity in this

- matter. This admiristration is not embar-
= rassed. . .7 As far as the White House is

"_concerned, the matter is closed, Mr. Hugel -

hasresigned.”. . . o
He said rumors of the allegations came

to Fred Fielding, White House counsel, |
last Wednesday. They were relayed Thurs- |

day to James A Baker III, chief of staff,

who called Mr. Casey Lo the White House

to discuss the matter :

-~ 'When Mr. Fielding met with Mr. Hugel
_Friday, the deputy director said he had
* done nothing wrong. Stanley Sporkin, CIA

general counsel, looked into the matter.

Mr. Reagan was advised Monday, and yes-

terday morning, Mr. Gergen said, top
_White House staffers were told by Mr.

Casey that Mr. Hugel was resizning on his

oxn initiative. Another version was that™

" House.

his departure had been urged by the White

D8 HQEBOHRD00400180011-6
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Professionals at ClA GTE“’Ei MNew

Critics Charged Hugel
lacked Experience - -

By Henry S. Bradsher - =~
Washington Stor Staff Writer

Both present and former CIA offi>
cials said yesterday that the depar-
ture of political appointee Max
Hugel as the agency's chief spy-
master and his replacement by a ca-
reer professional would bring what
one of them called “a considerable
sense of relief” to most agency ca-

reer operatives. : :

Both in the agency headquarters
in McLean and among congressional
overseers, there had been doubts
about Hugel because of his lack of
experience in the spying business.
But there had also been defenders
of the idea that a fresh outsider was
needed by the CIA torun its ingrown’
clandestine operations.

The defenders were not so vocal
yesterday as the critics of Hugel, a
S6-year-old millionaire New Hamp-
shire -businessman.

Hugel, under fire because of accu-
sations of improper stock dealings in
the past, announced his resignation
yesterday, and was replaced by John
Henry Stein. -

Stein, a 48-year-old Yale graduate

who had served in numerous CIA as- !

signments abroad and been a deputy
spymaster for the last four years,
went to Capitol Hill as soon as his
promotion was announced. He met
with some of the members who over-
see the intelligence community.
Hugel got his-CIA job through ser-
‘vice in Ronald Reagan’s presidential
campaign last year, during which he
served as an aide to the campaign di-
rector, William J. Casey. When Casey
became CIA director at the begin-
ning of the Reagan administration,

- he took Hugel along, still as a per--

sonal aide, and several months later:
made him deputy CIA director for
operations — refeérred to inside the
agency as DDO. U

The appointment outraged many
career men. With few exceptions,

- the agency’s SPW%E@P&WRéfease 2005/11/28 : CIA-RDP

been someone had grown up

l .

‘arose.

WASHITIGTON STAR (GaR3N LINE)
15 July 1981

within its ranks, had taken the risksi

-of their dangerous trade, personally!
knew many of the hundreds of
Aagents he would direct, and under-
stood what risks had to be asked of
them..

. Hugel was seen as an amateur.
This attitude quickly communicated
itself to other intelligence agencies
with which the CIA works closely.

One former CIA senior official re-
ported that some foreign agencies
had“found him uncultivated and na-
ive about the intelligence business,
and they wouldn't.trust him- with
any-information.” L _

Casey trusted him and defended
him against criticism, however, un-
til the stock manipulation charges

Casey wanted familiar pefsons
with whom he felt comfortable to

STAT
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"eryone was trying to make the thing
‘work” with Hugel as DDO, “but no

. opinion, however. He said that, “on

help him deal with the large new bu-

reaucracy he had taken over. He was|
known to feel that Hugel's lack of ex|
perience was less important than his
administrative ability, and- that
Hugel's two deputies could suppl
the expertise needed for agency op-
erations. .

Stein and Clair E. George, S0, an-
other professioal with extensive
foreign service, were the deputies,

with Stein as the senior man in the

job. o
This tearn was supervising a re-
building of the CIA's clandestine ser-
vices. Casey's predecessor.as direc-
tor, retired Adm. Stansfield,Tux:ner,‘
had completed a process that began,
before him of retiring large num-
bers of older spies and secret;
operatives — t0 the accompaniment|
oF strong. complaints from withimn
the agency that its muscle was bging!
cut, rather than fat. The recruiting!
and training of new agents was un-|
der way, = - . .
_President 'Reagan reportedly had.
given his personal friend, Casey, the,
green light to enhance: the CIA's!
clandestine capabilities as part of a;
buildup of US. strength for world-|
wide competition with the*Soviet;

“Union., . - et '

v

sense of reliet. ¢ . o )
One former official said that "ev-

one was happy about it.”

Another retired CIA man who has!
stayed in touch with agency develop-|
ments offered a somewhat different;

the whole, he [Hugel] was very well-
accepted. Those who were unhappy
were those who hiad vied for the job
themselves,” including Stein before
Hugel was appointed. )

One close observer of the CIA said
it could do-the agency a lot of good
to have someone with a broad back-
ground in foreign business, such as
Hugel has, but "is not owing anyone
anything” within the close brother-
hood of CIA professionals.

Stein served four years as an army
lieutenant stationed in the United
States after graduating from Yale in
1955. Then he began an overseas ca-|
reer with the CIA that included ‘as-!
signmentsin Brussels, Belgium; Kin-|
shasa, Zaire; Yaounde, Cameroon;
and Phnom Penh, Cambodia. !

Officially identified as a consularl
officer, Stein arrived in the newly!
opened American embassy in!
Phnom Penh the month after Prince |
Norodom Sihanouk was ousted from |
power in March 1970 and replaced by |
the American-supported Lon Nol|
government. He served there for |
several years. - '

A former CIA director, William E.
Colby, said yesterday that “Stein is
a very good man...He's a general !
operations officer with a good back-
ground. He'sa very effective fellow,

i
i
t
]
1
i
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T0P C.LA, OFFICIAL .
RESIGNS, DENYING -
FRAUD ALLEGATIONS

' EPLAQS?‘??,E?NTIS '§?t£CT_EDLZ

Feagan’i ‘Sadaened' by Eventsz
— Agency l;Cntncnzed on
Cﬁecks Before Hmng '

;.g’“; AR,

By PHICIP TAUBMAN
Sped.mmm-?orn!mm
WASHINGTON.ZTiily. 14 -~ Max ol
Hugel, chief of ciandestine cperations at
the Central -Intelligence -Agency,:re-,

signad today: ‘invthe wake of. allegat!ons .

that he participated in fraudilent se-
_curities transactons - when he managed-
“an electronics business in the1970’8.-~ -
Calling the allégations, made by tWo
former business associates, *‘unfound-
ed, unproven and untrue,” Mr. Hugel,
submitted a letier of resignation today
.to William I Casey, Director of Central
-1 atelligence, who had.chosen him for the
post. The letter said that the allegations
_had become **a burden which I tio longer
pelieve is fair to lmpose’” onthe Reagan |
~Administration, the. agency and hts
family. - P
Mr. Casey immediately named Iohn
H.'Stein, a career C.L.A. employee, to
succeed Mr. Hugel in the sensttive poat
of Deputy Director for Operations.- .

Problem forA«;hnhﬂ.mﬂm

 The allegatxcmand the-sudden—resig-
nation presented; the. Administration |
with an unwelcatna controversy when it

. is trying to gain pa.ssageuf majortax—
 cut legislation and avoid public-airing of
; internal foreign poﬁcydisagreemmts frae
; ‘The immediate elfect appeared to'in-]
! clude a slight cmuingin therelaticmship
| between...the . White . Hotise Jand ; M’rw

; Casey, .who managed szfdent Reas!

{ has been a close advisarto the«Prui-.,
dent. 'ﬂ,"':"' e ’r;' f'; 5 .: ezl ‘-, i £
; And - further ; complicat mattem’
* was the-disclosure today that Mr. Casey’
i was found by.a Federal court to have
! participated in an- investmenit’ oﬂ’erlng
_in 1968 for:a. farming: cnmpauy “that.

e T enb, L gndim  w g Wb

i gan’s election. campaign’ last jeax q.nd .

made tisTepresenasiond t

NEW YORK TIMES
15 JULY 1931

’ Reagan Dacribed a3 ‘Saddened’

Ofticially, the White House:said: that
Mr. Reagan wag ‘“saddened” by ihe.
events that ledito Mr. Hugel's’ r&s’gna-
tion.' Officials, howsever, :emphasized.
that Mr. Huget had not been mminated
or screened by the White Houwse. Pri~
vately, ane senlor aide 0 Mr. Reagan-
said that James A. Baker 3d, the White

v

House chief of staff, had told Mr. Casey ;

that Mr.. Hugel“ought to mo'_ve on for
thegood of the President.”
The.accusations against Mr. Hugel

were. made by Thomas R. McNell'and |
his brother, Samuel F. McNell, two for- "
mer business associates who rana small |«
brokerage agency called McNell'Securi-

‘ties Corporation in the early-1970's: To
support-theiriallegations, .the-McNells
pravided The Washington Post with tape
recordingsiof “télephone | ‘conversations

" they had with Mr. Hugel. The.Post pub- i ;

lished a parnal transcnpt of the tapes(
today. ~ - =

.The resignation " was generau ¥ ;
greeted with reliet in Congress;and. ing -
-the intelligence community, where: ‘rIr :

opposed on the grounds that he-lacked
sufficient” experience in mtemgence
‘matters. In addition, unlike his prede-
cessors, Mr. Hugel did not come from
the Ivy Leaguestyle. "gentlemeh's
club”’ background. - -
S Setbackinrﬁgency sHead &
- The resignation. is a “setback for Mr.
Casey s effortsto reduce the visibility of

the C.I.A. and restore tranquility within
the agency, after a decade of. upheaval

and public scrutiny. Two weeksagoinaf. =~
memo to agency»employea, Mr. Casey|

wrote that “‘thefdifficultiesiof the past
decade are behind us.”” :
Moreover, the ificident ralsed serious |:
questions about the effectiveness of the |
intelligence:agency’s’ security -investi-
gations of prospective ¢=mploye% Stan-
ley: Sporkin;: the C.1.A.’s general coun-
sel: said that the investigation:of Mr:

Hugel had’ been “‘thorough_and com- |

fpadl Hug

4 no 1y
Hug

tion’
c-'et

Eq
couy

prey

or t}
nati

. me
“infc
for:
Int:

Hugel’s appointment to the largest-di-|-
rectorate ia the C.I.A. had been widely] .

tmmtz B A S ed e -
i Br‘okera Admit Wrougdoing

‘At the time, Mr. Hugel was president
- of rthe -Brother:. International Corpora-
_tion, asmanufaciucer:of sewing ma-
chines; typewriters and computer com-
ponents; and was- negotiating 2 major
business deal with Centronics.
“The McNells, who ac}morw‘edcre their
] parfxcxpatxon inimproper stock transac-
‘tions, said that the informaticn provided
" by Mr. Hugel gave them an advantage
inbuying and selhng stock in the compa-
_nies: )

improperly funneled money to McNell
Securities by making personz! icans to
Sarnuel McNell and that he had < et
nated the phased purchase of Wle,
shares of his company’s stock to create
- the appearance of market damand.

Post. Mr. T-Iugl.l is quoted as vzduxs
Tnomas McNell with financial informas

tion about Brother Internaticnal and
i Centrenics on Dec. 5, 1974, several
| months before it was made public.
Thomas McNell told The Post in an in-
terview, ‘1 knew. everything that was
going on inside of both companies, and I
| was banging the heli’out: of 1t for my

plete,”” butheacknowledged thatnohint : “ ﬁ :

of any.irregular.or questionable -busi- |
ness practices- by Mr Hucel had been
unearthed. nt(‘L A5 {i ”"rﬁ'd
Sepator Daniel . Pamcs Moymhan
Democrat of New' York, ranking rni:
nority member of the. Senate,.Imelh-
gence Comrmittee, said: today that the
C.I:A. “must ask itself how it failed to

sations agamst Mr. Hupel

LY

White House officials said they did not |:

. In his letter of resxgnanon and in pub-
hc statements ‘Mr, Hugel;has denied
; any ‘ wrongdoing. . In". a .’ statement
‘ released last night, he said, “The fact of
the matter — and this is incontrovert-
ible—is thatI have never made a penny
of unlawiul profit or done anything else
to bring discredit upon my company,

learn” information relating to] the ac:r:u-—1 my: . family,’ myself or the. Umted

States.” .
Accordmgto Mr. Sporkm the agen-

believe that - the_ resignation, ,0f ; Mr.,

They also charged that Mr. Hugel had

.In- the- transcript pubmbed by The

| cy's Office of Security found no evidence;

of improper business practices in 1& in

sestigation of Mr, Hugel.5vv

e 3T

CONTINUELY
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© sense of relief” to most agency ca-

‘But there had also been defenders
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Critics Charged Hugel
iacked Experience -
By Henry S. Bradsher -

Washington Star Staff Writer

Both present and former CIA offis
cials said yesterday that the depar-
ture of political appointee Max
Hugel as the agency’s chief spy-
master and his replacement by a ca-
reer professional would bring what
one of them called “a considerable

reer operatives, .

Both ih the agency headquarters
in McLean and among congressional
overseers, there had been doubts
about Hugel because of his lack of
experience in the spying business.

of the idea that a fresh outsider was
needed by the CIA torun itsingrown’
clandestine operations. -

The defenders were not so vocal
yesterday as the critics of Hugel, a
Sé-year-old millionaire New Hamp-
shire businessman. ‘

Hugel, under fire because of accu-
sations of improper stock dealings in
the past, announced his resignation
yesterday, and was replaced by John
Henry Stein. ' )

_ Stein, a 48-year-old Yale graduate
‘who had served in numerous CIA as-

signments abroad and been a deputy

spymaster for the last four years,

went to Capitol Hill as soon as his

promotion was announced. He met |

with some of the members who over-
see the intelligence community.
Hugel got his CIA job through ser-
"vice in Ronald Reagan’s presidential
campaign last year, during which he
served as an aide to the campaign di-
rector, William J. Casey. When Casey
became CIA director at the begin-

ning of the Reagan administration, |
- he took Hugel along, still as g per--

sonal aide, and several months later:

made him deputy CIA director for
operations - Ieférred to inside the
agency as DDD. o,

The appointment outraged many
career men. With few exceptions,

- the agency’s sp
been someone ﬁ?@fgﬁr '53

"Union.

WASHINGTON STAR (aEal LINE
15 July 1981

Professionals at CIA Greel New

within its ranks, had taken the risksi
~of their dangerous trade, personally!
knew many of the hundreds of
.agents he would direct, and under-
stood what risks had to be asked of
them.. i

" . Hugel was seen as an amateur.
This attitude quickly communicated
itself to other intelligence agencies
with which the CIA works closely.

-One former CIA senior official re-
ported that some foreign agencies
had*found him uncultivated and na-
ive about the intelligence business,
and they wouldn't. trust him with
any-information.” R

Casey trusted him and defended
him against criticism, however, un-
til the stock manipulation charges

“arose. ) .
. Casey wanted familiar persons
with whom he felt comfortable to

STAT
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“eryone was trying to make the thing

.opinion, however. He said that, “on

help him deal with the large new bu-

reaucracy he had taken over. He was|
known to feel that Hugel's lack of ex-.
perience was less important than his
administrative ability; -and- that
Hugel's two deputies could suppl
the expertise needed for agency op-
erations. : o

Stein and Clair E. George, 50, an-
other professioal with extensive
foreign service, were the deputies,

with Stein as the senior man in the

job. : o

This team was supervising a reJ]
building of the CIA’s clandestine ser-
vices. Casey’s predecessor.as direc-

‘tor, retired Adm. Stansfield Turner,

‘had completed a process that began,

before him of retiring large num-|
bers' of older spies and secret;
operatives — 1o the accompaniment;
oP strong. complaints from within:
the agency that its muscle was being!
cut, rather than fat. The recruiting!
and training of new agents was un-|
der way, = - - . |

_President Reagan reportedly had,
given his personal friend, Casey, the.
green light to enhance: the CIA's!
clandestine capabilities as part of a;
buildup of US. strength for world-|
wide competition with the’-Sovieti:

" shasa, Zaire;- Yaounde, Cameroon:

sense of reliet. - ¢ ) .
Oane former official said that “ev-

work” with Hugel as DDO, “but no
one was happy about it.” .
~ Another retired CIA man who has
stayed in touch with agency develop-
ments offered a somewhat different

the whole, he [Hugel] was very well-
accepted. Those who were unhappy
were those who hrad vied for the job
themselves,” including Stein before
Hugel was appointed. _

One close observer of the CIA said
it could do-the agency a lot of good
to have someone with a broad back-
ground in foreign business, such as
Hugel has, but “is not owing anyone
apything” within the close brother-,
hood of CIA professionals.

Stein served four years as an army
Tieutenant stationed in the United
States after graduating from Yale in
1955. Then he began an overseas ca-
reer with the CIA that included as-
signments in Brussels, Belgium; Kin-

and Phnom Penh, Cambodia.
Officially identified as a consular
officer, Stein arrived in the newly
opened American embassy in!
Phnom Penh the month after Prince!
Norodom Sihanouk was ousted from |
power in March 1970 and reilaced by
the American-supported Lon Nol
government. He served there for |
several years. - . - o ]
i
]
1

A former CIA director, William E.
Colby, said yesterday that “Stein is
a very good man...He's a general !
operations officer with a good back-

i
ground. He'sa very effective fellow. |

ease 2005/11/28 : CIA-RDP91-80901R000400180011-6
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..,y Michaal L Sniffen’

S B i Asscciated Press.
Vv ASHINGTON. - With the CIA'S:
spy chief already forced out byalles] .
gations of stock manipulation;: €1IA:
Director Willidm#J> Casey faces’
federal judge’s ruling that he know--
ingly romsled:investors ina separate:
busmessventmre in the late 1960s.

Maﬂ.}ﬁ:ge'} an outs;d?é who:

WbDSGM
a opointroent had irked c'areer intel=;
Jligence ofhce‘rs,fzesxgned :asg. thes
ag,ency’s.depu‘ydlrecwlcof opera~}
‘tions Tuesday . Bours after; THey

Washmgtom Post ‘published allega-i :

-tions that iBF1973 hé shpped.msxdef
- information about = firrn he headsd
to two Wall Street brokers.

. Later Tuesday,. reporters ,chsco-

¥ vered an overlooked May 12 ruling:
4 by US. Distriet Judge Charles E.

Camu unsnccessful farming.: corpora—

y(!

1 telsﬁouse press secre-
ry:.chrry Speakes said. today'that
President Reagan’ had told his fop

Casey. Speskes said he did not know,

i-'the MAV. ruling S3ERETT 2
274 Speakes told reporters ‘that. “these’ s
» matters came up in the past,’as far t
_back as 1973. They’ve beerr thesub- |
_-ject of at least one-and possibly two-
Sendte hearings. They were part’ of i}
-~ what we knew when Mr. Casey was |
'."apnomted to the du'ectorslnp of the ¢’
(,IA:':: R 20 i
peakes said he Was reasonably
sm-e !.Casey referred to.the case on:j

fm:ms;fxlled out-before. hew was ¥
‘- 4 director.

nommated tothe job.=2

and sub] ect to appeal so-I shouldn’t

='Stewart Jr. in;New: Yorkagainst”
‘z:Casey and others in a- damage suit. =
_"over their effortsioraise capital for -

- most sensitive positions. Hugel’s:

aide§ “Lretain full: confidence’™'in. "

3 when:the president found out about_ iréplaced by a career o!l‘lcerlhailed ]

!ffn'm Casey -and the other defen-;

Approved For Releas%&){l\?j%u@&ﬁ. J% 2 5053}3%%018990
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“excellent job with the ClA Speakes'|;
saxd,.dacnbmg him as.“an experi- i

‘encedman’ in theﬂmf.alhgeuce

" }‘-Both Casey and theC]A refused to.
‘comment’ on Stewart’s ruling, and’
:"President Reagan said. Hugel’s:
*departure” was ‘distréssing ‘because-?*
a‘-once again we seem to be taking an I
accusatxon as a-conviction.’” ros

s,.;,rHugel said, “I havedone nothmg

g; ; - 4’ :‘—
‘#* Casey; 68; and HugeI 58 are both |-
s eff-made millionaires. Casey !

A
ifagency from. the-Reagan pr esiden:
‘tial campaign¥As campaign’ direc-y;
or, Casey had admired- Hugef’s
“style and work as chief of ethmc
. group activities. -

-+ Casey,: who-broke mto spy work
"with: the Office of Strategic Ser-
. vices, the CIA’s World War I1 prede-|

“from former CIA officers for put-
'ting: Hugel-in one of the agencys ;

- intelligence:. ‘background was lim-: l

‘ited to some- post-war work for the

: Army in Japan.
‘Before the day. was out Tuesday

Hugel wag out of the CIA =

e

HFP
AT

|

“by - the;“gld: boy”. network .~ and
1attentlon had shifted: to the! finap-
.vcial dealings of Casey himself,-who
theaded the Securities and Exchange
tCommission; durmg the Nixon
fadmxmstratlon i : :
‘Judge Stewart’s 19- page rulmg*
,came in a 1974 class-action suit:
# filed by investars in a New Orleans
Yfirm called Multiponics Inc.; of "r:
! which Casey was an offlcer and

= In‘an effort to raisé capxtal for thef

“hrought Hugel’thly him'to the:--

" cessor, had endured harsh criticism - i

#00180011-6

But in September 1969 a:d July ¥
¢ 1970 statements filed with the SEC,”,
the firm' stated that “of the seven | ,

| kgo-called operating farming units;;

1two were not opetating atalat the
‘time they: were! acquired by the ¢
; company, two'were not operating . :,
“other thap sharecropping :nd one .
was operatmg at a loss," xtewart ’
ote, S B 2 :
The offermg cxrcular alS( ;lated
.that;l 354,000 of the proceeh from’
~thesaleof deberitures would be used’
:to ‘retire short-term'debt, Stewart
§ald In fact, the judge saxd ‘he SEC: |
reglstratlon statements shov ed that
‘the:company used $917,100, or =
. about 68 percent of the proc: eds to.|
.. repay officers and directors of Mul
tlpomcs for loans to the firn..
* Although noting.that the defen’
dants denied deliberate ¢ nceal-
-ment, Stewart said they-"do not:
dxspute that they knew the rulerlal :
facts misstated or omitted.” R
* Stewart still must rule on whether

" the investors relied on the - offering

/circular to buy Multiponics securi- ;
:"ties; and therefore are ent. tlud to
damages :

In his resngnatlon letter llugel

E called the ‘allegations against hlm :

“unfounded, unproven and vatrue.”
But he sald “These allegatmns
<. have become a burden which I+
no longer. believe is fair to lmposew

{on the administration, the tgency.;

CONTINUED |

gdants issued;a stock-offering circu-

'mzi.i

Caséy hias-. done ‘an§;

i

4

,.;md two tracts of uncleared land

lar in: October 1968 which said the 1
company’s assets at the time’

included seven operating farm units-

. Stewart said. .
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Atm}q with “deepest: regret: and :

. told Casey to gel rid of Hugel. “Heg

f;j' Gergen said.’

my famﬂy and the bplendnd men and
' women who work with me[ vt
¢ Casey ‘accepted Hugel’s resigna

lmmedlately named career CI

SN

acvu‘s'ahoxi'as a conviction. He

resigned because he didw’t want to

in any way cause trouble for the

administration. It - should be
¢ remembered ‘there’s been nothmg

,offmlal John Stein as his suecessor; ?"' but the allegation MRS RN

t;the White House chxef spokes- .

¥ David R. Gergen said’ Casey”

‘d!SiCUSSEd the impending Post story'i...

last Thursday with White House,

Hugel's swift departure however

drew pralse from. Cord Meyer, a' |

Jleader among former CTA officers.

vl
i

The CIA: does not .announce in-

~chief of staff James A Baker IIT%, _house appointments, but in mid- ;

-and White House counsel Fred:
: }- ielding, who met later. with Hugel
- The White House denied a Wash-".
“ington: {Star report that Baker had

is own. mmahve dnd
; : C ”

» Gergen Sald he: antxclpates no

“official investigation; noting that 4’
five-year statute of: limitations:
~applies to the allegations made';
- against Hugel."He'said it will-be up: ;
to Casey lo decide. whether to"

- review why the CIA’s background
- check of Hugel had not turned up
. the allegations. &

Ly

-z
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“Tuesday evening,’ Reagau told'

: gence—gathermgﬂaround-t
‘and for the.CIA’s’

May -Meyer disclosed: Hugel’s

agency.s clandestine service. That

~AppPOINtAENt 10 (he | newspaper ¢ co}- :
»umn he now writes. % i_.s ¢

Huggl was in Lommand of the

made_him responsible for “intelli-

heguond
L gelicate |
work — “coyert operaticns "such as
u;pportmg guerriifa-fightérs in
some: cogntnes or. attemptmg to .
mﬂuence  foreign politicians. :

Meyer said Tuesday, “I feel th;ey

recogmz d their mistake and 4

"'moved quickiy torepair if. T thought -
_Casey was taking.
. ble puttmg ‘him in that job because
-of his inexperienc
.reporters: ‘1 was distressed that ‘
. once agaln we seem to be takmg an

very long gam-

perhdps an
fuse tlhere
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*ﬂmmf Misled Investors on Agribusiness

@ompany, Judge Rules

By Dan Dorfman

1381 The-Chlcago Tribune

A federal judge has. ruled' that

Wllham J.. Casey,. director of the:
Central Intelligence Agency, know--
ingly misled investors in a $3.5 mil-
lon fund-raising effort. for a now-
defunct New Orleans company while-
serving as a board: member and s6C< .

retary of the firms it =
Judge Charles:

concluded that Cedsey was one: of a

number of officers and.: directors of
Multiponics:Inc. who permitted dis-
tribution of an offering circular that "
they knew contained false and mis-"
leading information and omitted ma- .
terial facts-that were detrlmental to-- 8

the company’s prospects.

The judge’s findings, set forth ina ,"
“memorandun - decision” . May *19.>
that has until now escaped public'
disclosure, represent an outgrowth of ;
a suit filed by unhappy Multlpomcs

investors in October, 1974.

Multiponics was. orgamzed in Jan- ',

uvary, 1968, to engage in farming op-
erations, agnbusmws and the acqui-
sition of land. The company went
bankrupt in February 1971, after it
was unable to raise sufficient finane-’
“ing to continue in' operation. A pub-.
lic. offering of stock had' been con-
templated, but never came to pass. :
Casey, chairman of the Secuntxes
and Exchange Commission and head:
of the Export-Import: Bank: durmg
the Nixon: and Ford admmlstratxons,
refused to comment on Judge Ste~
.wart’s findings..
- Casey’s- attomey,_ Amold Jacobs
.gaid it would be- inappropriate for.
the CIA director<to: comment be-]

cause a motion reargument has»
been filed. - e i
“We're asking‘ -[Stewart] to re-

consider- and we’re hopeful he'll re-
‘verse his position,” said'Jacobs. .. .

Jacobs ‘said .that: -the circular in
questlon, distributed to potent:al in-
vestors in October, 1968, was largely |
‘prepared by the now-defunct invest-|

. Stewart Jr of
the. Southern Dlstnct of New York |

..ceeded $2.7 million,

“ny’s growth and success depended

to Multiponics by its ofﬁ ers and di-

itérm debt, $917,000; or 68 percent
j;would be used to repay such loans.

“cobs. to have lost most, if ‘not all, of:

‘ment. banking firm, of Glore Forgan.
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Casey, Jacobs said, rehed primarily
on that draft.

Multiponics, originally lmown as
Ivanhoe Associates, was formed by
‘ acqumng farm propertles ‘from the |
“ company’s founders i in exchange for
' capltal stock _ ¢

- Casey. persona]ly i | invested
- $145,614 in the company, and- Mul--
txpom(s, in acquiring his properties,
_took .over his mortgage -debt of
$301,000. Multiponics also assumed:
the mortgage debts: of all other
. founders — an ~ amount that > 23

- At no point in the offermg circd-
‘lar were prospective investors in-
formed that the company:had as-
sumed the multxmnlhon dollar debt
of its founders '
In his findings, Stewart observed
,that becauseé Multiponics stated in
- its offering- circular that the compa-

on long-term financing, a potential
‘investor was likely to be particularly |
interested in the mdebtedness of the ;
company. .- :
- The Judge also was cmtlcal of what
he’ regarded as. another’ szgmﬁcant '
omission in the circular — the-
sizable. amount of the proceeds from °
the proposed fund-raising effort that .
‘would be used to repay loans. made

rectors.. . o

In a later proepectus, it .was re-:
-vealed that of some. $1.35. ‘million
that would' be used to retire short-

Whether Casey, who is said by Jap

“his investment, made any such loans |
'or received any repayment could not.
be immediately determined. -

One of the judge’s most tellmg-g?
‘findings, in" which he concluded mis-|
‘statement of facts, centers on a cou-:
ple of disclosures in. ‘the. . cn'cular'-'
about the companys farm ! roper-q
ties.’ s 7
The clrcu]ar saxd 5

L

l

the ‘company’s propertxes included |
seven operating farm units and two
tracts of as-yet-uncleared land, and |
that Ivanhoe Associates was formed
through the merger of seven oper-
ating farm units and was operated
until recently by an- experienced
group of agricultural, managenal and
financial entrepreneurs. "~
Subsequent prospectuses’ ﬁled by

‘ Multiponics in September, 1969, and |

July, 1970, raise serious questions |
about the vahdxty of these state-

. ments. e R

In those prospectuses, 1t is stated
that of the seven so-called operating
farm units, two were not operating .
at all at the time they were-acquired,
two were operated by sharecroppers
(farmers who lease the land and
keep a chunk of the proﬁts), and one
was operating at a loss. -

Judge. Stewart observed that the
defendants incliding Casey, con-
tend that the .misstatements or
ornissions in' the circular concerning-’
the prior use of the farms “really had
no significance in. assessing the kae-
lihood that Multiponics would' 8 suc-
ceed.” Their reasoning: “The prop-
erties which - Multiponics acquired
were selected on the basis of their
potentlal for large -scale agnbusméss

farming.””

Rejecting thxs defense, Stewarﬁ as=
serted that 'the extent” to which:

“farms were operating at the time' the

company was formed would be; sxg-
nificant in assessing present eammge
capacity and capacity to rmse capxtaI
necessary for expansion,’ i

He added™ that'-the statemenfs"

concerning the scope of the farmmg
operations. assume even grea’ser sng-
nificance -when " considered in - the-
light of the undisputed facts that the’
‘company” assumed ‘substantial debt

- when it acquired the property.

" The Jndge s findings note that tﬁe
directors . of Multlponm ‘were

- present at a board meeting | on-Feb. |
"9, 1968, at which copies of a draft of
“the offering ~were dlstnbuted anduv
. discussed. . ;55 &% &
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In his summation, Stewart ob-

served that the defendants do not
dispute that they knew material
facts were misstated or omitted. In-
deed, these defendants, he said, were
personally involved in the underly— '
ing transactions.

Thus, he added, “there is no gen-
uine issue of fact as to these defen-
dants’ knowledge of the material
misstatements or omissions,” -

Presumably, the plaintiffs, at

~ some point, will seek damages, Their
attorneys declined comment. ..

The plaintiffs, according to court
papers, consist of IIT, an interna-

- tional investment trust,-and George
Marshall Houx and others suing; in-
dividually and on behalf of a class of §
all investors. - O

"Aside from Casey,. there are seven -
other defendants, all of whom served
as directors. of Multiponics at some
point; They ‘are Carl Biehl, Stanley
Burkley, N. Leslie Carpenter, Alfred
J. Moran, Lawrence Orbe; James
Swinny and Joseph Zuccaro.. 7.
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WASHINGTON""— Max Huge! re--
signed yesterday: as chief of clandes— .

tine activitr2s for the CIA in the wake
of charges that he engaged in im-

-proper stock market acmrny seven

Years ago.

The rasxgnatlon of Hugel, 36, a
Brooklyn businessman and reputed

mitlionaire, was forced by the White .
House. It vas the first time in the -

CiA’s S+year history that a top offi-

cial had departed because of a chal-».

lengetohis personal mte«fmy

-k,
»

PEILADELPEIA INCUIRSE

1) Ju 1ly

AP oD T e

Hugel was a close friend of the CIA
director, Willlam J. Casey, and had
helped Casey run President Reagan's
election campaign last fall. In a letter
to Casey made public yesterday,
Hugel said that allegations of stock
manipulation made against him by
two former associates were ‘‘un-
founded, nnproven and untrue.”

Nonetheless, a senior White House

- official who asked not to be identi-

fied said that it was “important to cut -
Hugel off - quickly” because. the-
charges of stock fraud by two former -
Wall Street brokers, first published
yesterday in the Washington Post,
had damaged Hugel's credibility and
could taint the CIA. The charges
were bolstered by taperecorded
conversations involving Hugel that
were quoted'in the newspaper.

Casey concurred in the White
House view that Hugel had to resign,
another administration official said.
However, because Casey had hired
Hugel as a top assistant in January .
and had promoted him in May as
chief of worldwide clandestine activ-
ities, Hugel's fall was particularly

awkward for Casey.
" the Securities and éj)cﬁaxi E1g5eE om

mission during the Nixon adminis-
tration, Casey was expected to be’

" Publicly, the White"'H()use had

. praise yesterday for Hugel's past
- work for Reagan in the New Hamp-
shire pnmar}/ and his handling of
“ethnic and citizens groups in the
- campaign.

“Presidential assistant David Ger-
gen told a White House news briefing

- that Hugel had resigned from the CIA
on his own initiative and that his _

alleged business misconduct, which
occuriedin 1974, “dsoes not reflect on
the CiA or the administration.”

Gergen added that “Casey has done
a firstrate job at the CIA” where
officials were first apprised last week
of the Post’s investigation mm Hu-
gel’s activities.

“As far as the White House 1s con-
cerned, the matter is closed,” Geraen
said.

Both the Jusnce Department and
the SEC declined official comment
on whether they would investigate
charges that Hugel had lmproperly
provided inside information on his

now-defunct electronics firm, Broth- .

_er International Corp., to two stock-
brokers in an-effort to st1mulate
stock sales.

Privately, sources at both agencxes
said that they probably would con-
duct an inquiry but pointed out that -
Hugel had received no financial gain ,
— whatever his intentions had been
— and that the 1974 episode was out-
side the five-year statute of limita-
‘tions for any possﬂ)le stock fraud |
indictment. . |

The former brokers Thomas R.
McNell and his brother Samuel F.
McNell, who approached the .Post
with their allegations, said that they,
had accepted inside mfermanon and -
$131,000 from Hugel to promote the
sale of his stock without making the

Releagearos/ PHiIs: ; CIALRDPO 17009

- newspaper pubhshed excerpts frolm

16 phone conversations w1th Hugek

-':C," ot

that the brothers had secretly” re~
corded showing that Hugel took part
.intheplan.

The McNells wer> quoted by the
"Post as saying.that they were bitter-
.about having gone bankrupt and
" having been required to repay narly

$400,000 in loans io Hugel o:er the
last seven years. . :

The CIA’s Offic: of <ecumy Whlch ’
-conducted a backgronnd investiga- -

tion of Hugel ear:ier this year, failed -
to uncover this :nformation. It will
_be up to Casey tc decide whether to
* review that failure, Gergen said.

In his letter of resignation, Hugel [
said that the McNells’' allegations
were “a burden which I no longer |

. believe is fair to impose on the ad- |
- ministration, the agency, my faraily
- and the splendid men and women
who work with me. ... Under the
present circumstances, I fecl I can no
“ longer effecm ely serve you or Lhe
auenc_/
. Casey acceptei the res1gnanon
with “deepest regret” and immedi-
ately named care=r CIA official John
_Stein as his successor.

Hugels Jack of intelligence back-
ground (he did some post-war work
with the Army in Japan) raised a
howl of protest that he was grossly
unqualified when be was appointed
to oversee - intelligence-gathering .
around the world and the CIA’s most

- delicate work-—x overt operanons.

- -Casey defendec Hugel asan aggres— |
- sive businessmar. who had organized
-ethnic groups in the Reagan cam-
paign and would bring an indepen-
dent view to the operations of the
-clandestine servizes.

No details were released about‘
Hugel's successor. However, the State
Department’s 1974 Biographic Regis-
ter lists only.one John Stein, 48, a
Yale graduate. It shows that Stein
served as a Foreign Service reserve
political officer, a position typically
used as a CIA cover, in Belgium, the
Congo, Laos anc leya. He was in..
Laos from 1970 to 1972, when CIA offi-

cers there organizing a covert army.

1R000400:18004dnb against commumst

rebels. PR
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A federa} Judge has ruled'that Wll-
liam - J. “Casey, . director- of the CIA," :
knowingly misled investors in'a $3.5
million - capital-raising®: effort- fors/

- Multiponics Inc;; 2 now-defunct New
Orleans company, while servmg asa;
director of'that corporation: ™ -

-Judge Charles Stewart of the South-
ern District of New York concluded
that Casey was one of severa!l officers
and directors' of Multiponics Inc.

. who permitted an offermg circular .

. — aletter to potential mvestors —~10 |

* be'distributed when they knew that
it contained both false and mislead-
ing information and omitted materi-
al facts that were detrimental to the
COmpany’s prospects.. .-

Casey was a board member and
secretary for Multiponics. The offer-
ing circular was part of an effort to -
raise capital for the company.

The judge's findings — which were

“set forth May 19 in a “memorandum
decision’” that until now -had not ¢
been publicly disclosed - represent
an ouigrowti of a suit filed by unhap- _ '
py Multiponics. 1nvestors m October
1974. B Yy

The charges of stock mampulanon
leveled yesterday -against Casey’s .
friend, Max Hugel, who has resigned . 2
from the CIA, do not appear to be
related to Casey’s troubles with the |
Multiponics investors. .

Multiponics was organized in Janu-
ary 1968 to engage in Iarmmg cpera-
tions and agribusiness and in related .
land acquisitions. The company went

bankrupt in February 1971, after ity
was unable to raise sufficient financ-
ing to continue operations. A public
offering, which had been contem-
plated, never materialized. ..., .. ...
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“question — distributed to investors
“in October 1968 — was largely pre-
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Casey; chairman- of the Securities |
and Exchange Commission and head .
of the ExportImport Bank during
the Nixon and Ford administrations,,
refused. to commem on Stewart's ]
findings. .

Casey's attorney, Arnold Jacobs, a
partner in the firm of Shea & Gould,”
said that it-would be inappropriate
for the CIA director to comment:
because a motion for reargument bas
been filed.

“We're asking -him [Stewart] to
recounsider and we’'re hopeful he'll |
reverse his position,” said Jacobs,;
who is handling Casey’s defense in
conjunction with Milton Gould, the
law firm's senior partner. ‘

Jacobs said the offering circular i in

pared- by the now-defunct. invest-
ment banking firm of DuPont, Glore |
Forgan. He said Casey relied primari-*

: ly on that draft.

The plamnffs :accdrdmg to court ]

" papers,” are “ITT, an international;

investment trust,-and: George Mar-+
shall Houx and others suing individ-
ually and on behalf of a class of all
purchasers. o v .« i- ud 3% 3 433 3

Aside from Casey, there are seven
other defendants — all of whom at:
some time-served as directors  of
Multiponics. They are Carl Biehl,
Stanley Burkley, N. Leslie Carpenter,
Alfred J. Moran, Lawrence Orbe,

James Swinny and Joseph Zuccaro. 7 |

Multiponics, originally known as |

Ivanhoe Associates, was formed by
acquiring a series of farm properties
from the company's founders in
exchange for capital stock. Casey
personally invested $145,614 in the
company, and Maltiponics, in acquirz,
.ing "his properties, took over hxs
. inortgage debt of $301,000.

LCONTINUED
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Multiponics also assumed the mort-
gage debts of all other founders —an
amount that exceeded $2.7 million.
At no point in the offering circular |
were investors informed of the com-
pany’s assumption of the multimil-
lion-dollar.debt of its founders. i
- "Stewart, -‘commenting -- critically;
said that because Multiponics had
stated in its offering circular that the
company was dependent on- loug-
term_financing for its growth and
success, a potential investor was par-
ticularly likely+to- be interested in
the indebtedness of.the company
under consideration. In -a similar-
vein, the-judge also criticized the
offering circular for what he regard-
ed as another significant omission,
_namely, the sizable amount of the
proceeds from the proposed fund-
raising effort that would be used to
repay loans:made to Multlpomcs by
‘its officers and directors. .

In a later prospectus, it was reveal-
cd that, of :about $1.35 millionr that-
would be used to retire short-term
debt, $917,000 or 68 percent, would be
turned ove’r to company. ofﬂcxals for
loan repayments.. 57w ’

Whether Casey, who is sa1d by Ja-"
cobs to have lost most, if not all, of ..
his investment, made > any such loans =
— 0T recewed ‘any” repayment -—-
could” not be 1mmed1ately, dete:-

rained. = a,.»« g :

One ofmhe judges most telhng J.
findings-—"in which he concluded
misstatement of facts — centers on -

two disclosures in the offering circu-
lar about the company s farm proper-
ties: Inbrief: . =7 i EohRE Gy
¢ The company’s. present proper- ;
ties include severr operating farmt|
units and two tracts of as._yet un-. !\
cleared landit,, - ;
- ® [vanhoe; Associates was. ,rormed ‘
l
|

through the merger of seven operat-*
ing farm' unitss and® gperated- until ’
recently by ai experienced group of *'
agricultural, managenal and fman-
cial entrepreneurs... - _1H ,
However, subsequent prospectuses
filed by Multiponics in September :.
1969 and July 1970 raise serious ques- ;|
“tions about the valldlty of these state- El
“ments. =" mao-& T tﬁ‘rf P m!l

Those prospectuses; state that of the, |
| R T Td ok f-m,#b."“\*—» il
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seven 3o-called operating farm units,
two were not operating at all at the
time they were acquired. Another
two were not operating other than|
for sharecropping (the leasing of the
land to farmers who operate the land,
and keep a chunk of the profits). And,
one was operating at a loss.

The judge said that the defendants,
including Casey, contend that the:
misstatements or omissions in the
offering circular about the prior use;
of the farms “really had no signifi-/
cancein assessing the likelihood thar
Multiponics would succeed.” = i .o

He ‘added that ‘the statéments con-

cerning the scope of the farming

operations assume even greater sig-
nificance when consxderéd in the'
light of the undisputed facts that the
company assumed substantial debt j

. when itacquired the property. = . -

sy b
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asey Misled Investors on Agri
ompany, Judge

By Dan Dorfman
©1881 The Chicago Tribure
A federal judge has ruled that
William J. Casey, director of the
Central Intelligence Agency, know-
ingly misled investors in a $3.5 mil-
lion fund-raising effort for a now-

defunct New Orleans company while -

serving as a board member and sec-
retary of the firm.

Judge Charles E. Stewart dr. of
the Southern District of New York
concluded that Casey was one of a
number of officers and directors of
Multiponics Inc. who permitted dis-
tribution of an offering circular that
they knew contained false and mis-
leading information and omitted ma-
terial facts that were detrimental to
the company’s prospects,

The judge’s findings, set forth in a
“memorandum  decision”
that has until now escaped public
disclosure, represent an outgrowth of
a suit filed by unhappy Muliiponics
investors in October, 1974.

Multiponics was organized in Jan-
uary, 1968, to engage in farming op-
erations, agribusiness and the acqui-
sition of land. The company went
bankrupt in February, 1971, after it
was unable to raise sufficient financ-
ing to continue in operation. A pub-
lic offering of stock had been con-
templated, but never came to pass.

Casey, chairman of the Securities
and Exchange Commission and head
of the Export-Import Bank during
the Nixon and Ford administrations,
refused to comment on Judge Ste-
wart’s findings.

Casey's attorney, Arnold Jacobs,
said it would be inappropriate for
the CIA director to comment be-
cause a motlon for reargument has
been filed.

“We're asking him [Stewart] to re-
consider and we’re hopeful he’ll re-
verse his position,” said Jacobs.

Jacobs said that the circular in
question, distributed to potential in-
vestors in October, 1968, was largely |
prepared by the now-defunct invest-

May 19

ment banking firm of Glore Forgan. |

~to Multiponics by its officers and di-

‘or received any repayment could not

ple of disclosures in the circular

Casey, Jacobs said, relied pnmanly
on that draft.

Multiponics, originally known as'
Ivanhoe Associates, was formed by !
acquiring farm properties from the
company’s founders in exchange for
capital stock. ‘

Casey - personally . invested
$145,614 in the company, and Mul--
tiponics, in acquiring his properties,
took over his mortgage debt of |
$301,000. Multiponics also assumed !
the mortgage debts of all other|
founders — an amount that ex-|
ceeded $2.7 million. J

1
i

At no point in the offering circu-

‘lar were prospective investors in-

formed that the company had as-|
sumed the multimillion- dollar debt
of its founders.

In his findings, Stewart ooservedw
that because Multiponics stated in:
its offering circular that the compa- 1
ny’s growth and success depended’
on long-term financing, a potentlal,
investor was likely to be particularlv !
interested in the indebtedness of the |
company.

The judge also was critical of what
he regarded as another significant
omission in the circular — the
sizable amount of the proceeds from
the proposed fund-raising effort that
would be used to repay loans made

rectors. o .
In a later prospectus, it was re-
vealed that of some $1.35 million
that would be used to retire short-
term debt, $917,000, or 68 percent,
would be used to repay such loans,
Whether Casey, who is said by Ja--
cobs to have lost most, if not all, of
his investment, made any such loans

be immediately determined."

One of the judge’s most telling
findings, in which he concluded mis--
statement of facts, centers on a cou-

about the company’s farm proper-
ties.
The ecircular said, in bnef, that

%ﬁs 11‘1‘/%” %{R&B%F-ooemmo 00180011-6
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the company’s properties included |
seven operating farm umts and two
tracts of as-yet-unclesred land, and
that Ivanhoe Associates was formed
through the merger »t seven cper-.
ating farm units and was operated
until recently by an experienced
group of agricultural, managerial and &
financial entrepreneurs.

Subsequent prospestuses filed by
Multiponies in September, 1969, and
July, 1970, raise serious gquestions ;
ahout the validity «f these state- !
ments. :

In those prospectuses, it is stated
that of the seven so-called operating
farm units, two were not operating
at all at the time they were acquired,
two were operated bv sharecroppers
(farmers who lease the land and
keep a chunk of the protits), and one
was operating at a loss. 1

Judge Stewart observed that ‘he ,
defendants, includins Casey, con- |
tend that the misstatementa or ‘,
omissions in the circ dar concerning
the prior use of the farms “reallv had
no significance in. assessing the like-
lihood that Multiporics would suc- |
ceed.” Their reasoning: “The prop-
erties which Multiponics acquired -
were selected on the basis of their
potential for large-sccie ‘agribusiness -
farming.’” i

Re_:ectmff this defense, Stewart as- |
serted that the extent to which |
farms were operating at the time the |
company was formec. would be sig-
nificant in assessing present earnings |
capacity and capacxty to raise capltal \
necessary for expansin. .

He added that ‘ha siwrs.ents
concerning the scope of the farming :
operations assume even greater sig- |
nificance when considered in the
light of the undisputed facts that the
company assumed substantial debt .
when it acquired the property. i

The judge’s findinys note that the .
directors of Multiponics  were
present at a board rieeting on Feb.
2, 1968, at which copies of a draft of |
the offering- were distributed and !
discussed. C
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served that the defendants do not

dispute that they knew material
facts were misstated or omitted. In-
deed, these defendants, he said, were
personally involved in the underly-
ing transactions.

Thus, he added, “there is no gen-
uvine issue of fact as to these defen-
dants’ knowledze of the material
risstatements or omissions,”

Presumably, the plaintiffs, at
some point, will seek damages. Their
attorneys declined comment.

'The plaintiffs, according to court
papers, consist of IIT, an interna-
tional investment trust, and George
Marshall Houx and others suing in--
dividuaily and on behalf of a class of
all investors. ’ o

Aside from Casey, there are seven.
other defendants, all of whom served
a3 directors of Multiponics at some
point. They are Carl Biehl, Stanley
Burkley, N. Leslie Carpenter; Alfred
J. Moran, Lawrence Orbe, James
Swinny and Joseph Zuccaro..

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6



STAT

Approved For Release 2005/11/28 : CIA-RDP91-00901R0004001800111-6
LONDON DAILY TELEGRAPH

Appro"/eds ForRelease 200531 172

15 July

encrarfed i :dubious

& 'j-batterod by embarrassing
"isclo:,ures dnd condrea~
sxonaf mqumes' Tl

*“,’\{‘r Hudel ‘56, demed any
xmpropmen,‘ but.:; sald tha
t allegations. put ~ an’~ unfaiy’
| burdem-or: the: CIA-."

Mr Williem Casey.- the. CIA.
divector; -accepted: sz deputy’s
remvnadou “Fwith T deepesk
regret o and s appomted - M
John Stem :.t ‘veteran mte}hv
Jence ofﬂcer to succeed him.

| enhiames: the reputatxon ‘of: Mr
| Casey;ifor. he was: responsible
 for-Mr Hugei’s appomtment tor
L Lhe* sensx ve posxtmn

Intelhgencuotﬁcxals protested
Cwhen: M- Caspy announced h-s
Hchinice 'of ' M- Hugel . Tor “the
i Deputy*Dlrector for Operatxons
Yhas::Taccess-- tor'thet -American
Government’s’ - - closest secrefls’
Cand' directs the CIA’s network:

-of: undergrou‘ud agenfs -ar ouud
‘the: world

= LR LM 4 Y- -
Pres:dent‘ Réagan’ “that- My
‘Hugel ‘was a;skxlied' manager
‘who had’ proved himself in the

: electmn'campm n -The :CTA
~chief alsossai@ <he ‘had’ known
_ancI trusted.“,Mr' Hugel-“for:20

f@:{

the aoency m 2 murky hght‘ ivhen iﬁ has b°en trym
7+ to.Testare. its’ reputatiin,;’

“Thes affair: wa do. nothing’ to :

1981

Ve A

q;m

i

m
tb‘
kg
(=N
|
v\,ﬂ*
Mol
*85

‘.:yesterday nmd all'pgafwna'ﬂj_that h; ad‘

stock: marlx pracmces ‘

Bl "‘Y

fall from the_ poobc-_ Depu‘v DH‘EC{TOI‘va;-f‘:

3ANCE A.‘.s kesman- recalhr.~
yewterd‘ay‘ t}vat Mr Hugel -had
beerr theroughly screenpd De-
fore his appomtment !

- The ai!e'fahons against. ‘Enrn
WEre, tal«en to-the WAs:u\Gtraw
PDST by twoxbrothers, '.[homas
i “and, ..Samuel. JMcNell, ' former
-Wall, Street. brokers.. wha, were

is. busmes:,. ‘assotiates. :
L Th +g0." backs: to- thes rmd-
r191Osa%;;'w'mm dccording:to: their
I'story;. M¢ Hirgel-tried, to” beost
| the: valie gf. sharesan the-New
York wholesale firm- he\headed
by- deceiving - investors:; -

% Several'uséecurities” ewpefts‘
consultedzabout the case, -agree
that Hugels partlmpatxon. A
v*hese acttvities, if ‘true,-would
be: ’at least-.improper -and
‘pechaps’ 111ega1,” the. W:\sm\m‘
TON - Posr ‘reported.> -7

The “McNells “admlt thelr
own - culpability i thess acti--
vities,” the«repor- added. - *- It
went on. to:ghote- Mr Hugel as
accusing the. McNells of threat-
ening hior with blackmail when
he had tried to-sever the busi-
ness connection-with them-and
collect’ hundreds oE‘ thousands
of dollars-in: Iozms o :

oA
A —";rs
olouds
- .. o
,
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Washington (.’\P}——\iax :{utgel a mil-
lionaire outsider whose appointment
irked career intelligence officers, ra
signed yesterday as overseer of the
Cl4’s spy network, hours after a report
that he slipped inside information a-
bout a firm he once headed to two Wall
Street brokers.

Hugel called the allegatlons by fwo
former business associates ‘_‘unfound-
ad upproven and untrue.”

In a letter of reaxdnauon to CIA
Dirveetor William J. Casey, Hugel said
the charges “become 2 burden which I
10 longer believe is fair to impose on
the administration, the agency, my
family - and the- splendxd ‘men and
women who work with me.”

Casey accepted the reoign.ltion with!
“deepest regrat” and immediately

named career CIA official John St.em
as Hugel's successor.

CASEY NIMSELF became the sub-
ject of controversy yesterday when.a
federal judge ruled that the CIA chief
knowingly misled investors in a $3.5
million fund-raising eifort for a now-
defunct New Orleans company, Multi-
ponics inc,, while serving as a board
member and secretary of that
corporation.

Judge Charles Stewart of the South-
ern . District of New York concluded
that Casey w23 one of a number of
Multiponics officers and directors who
permitted distribution of an offering
circular in conjunction with the fund-

raising ciforts when they expressly
Lknew the memorandum contained false
and misleading information and omit-
ted material facts detrimental to the
company’s prospects. i

- The judga's fmdmgs—-which were
set forth in a “memorandum decislon”
last May 19 and had thus far escaped
public dis selosure-represent an out-
growth of a suit filed by unhappy
Multiponics izvestors in Cetober 1074,

Casey, chairman of the Securities
and Exchangze Commission and head of

the Export-import Bank .during the
Richard Nixon and Gerald Ford admin-

istrations, refused to comment on
Stewart’s fincings. -
- CASEY'S A’JHOR\IEY Arnold

Jacobs, a parter in the firm of Shea &
- Goulq, sald i* would be inappropriate
for the CIA director to comment be-
cause a moLon torAﬁﬂr
been filed. -

L. 7

_not turned up the allegatxons.. Soaacen

M YORK DATLY
15 July 1961

MED

Max Huqsl——chiefvspy quns : '

- “We're asklnd ‘him (Stewart) to re-
consider and we're hopeful he’ll re-
verse his position,” said Jacobs, who is
handling Casey’s defense in .conjunc-
tion with Milton Gould, the Iaw fu'ms
senfor partner.
- The Hugel resignation 1ollow¢=d a
report in The Washington Post on.the
allegations that he gave the 1nside
information to the stockbrokers. - '
. At the White House, chief spokes-
man David R. Gergen said Casey dis-

i
!
i

‘eussed the impending Post story last
“Thursday with White House Chief of
Staff James A. Baker 3d and wmte}
-House counsel Fred Fielding and that!
Fielding met later with Hugel. 1

Gergen said Hugel was not pres-}

“sured to quit: “He resigned on his own |

initiative and wzth conaultation thh
Mr Casey.” - o ‘

GERGEN SAID he antxcipates no

- official invesngation noting that a
five-year statute of limitations applies
to the kind of allegatien made agalnst'
.Hugel o

. He sald it will be up to Casey to

’s background check of Hugel had:
.,.\i

8 200%7¢1/8 f@ﬂA\&RBPmm!QO‘I R@Ebct’d’dﬁ%b?f‘f"r%e” York brothers|

j.meam Casey-—-—C!A d:ractor Is cs!ed

STAT
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. Althouah the (IA does not!
anpounce in-house appointments, it;
was learned In mid- ’siav that Casey had !
selected Hugel, a Zdyearold New
Hampshire executive 'vho had worked
with Casey on Ronalc Reagan’s pres-
idential campaign, to e deputy dxrec-
tor of cperations. -

As' “DDQ,” Hugel.
gence background was limited to some’
postwar work with the-Army in Japan,:]
was_ in command of the agency’s.clan-:
‘destine service..That made him: re-:
sponsible for intellizence-gathering.
around the world and lor the CIA'S

most delicate work—covert operations,

such as supporting guerrilla fighiars.
ir some countries or attempting m
influenc.. forexgn pohticxans T

P |
JUGKEL RELEASED = stazen-ent‘ |
Hom, v night through his lawyer,
Judah lest, that said he had “never:
made avenny ofuplawiul profit or)
done an hmg else to bring diseredit;
upes Iy company, my- vz'nuy, m,,'sehf1
or thei adited States.” - T ..

'-u's‘.:: o
o

 LONTINUED

whose “Intelll- 1
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FeZin Trours Wes Sances 3‘44: ' '* o ."" ’
T WASHINGTON—-Max }Iu"rl the CIA’s
spy chief, resigned "‘ueaday hours after

the ‘Washington Post said he had once

illegally supplied two Wall Street stock- |-

brokers with advance inside information
about a firm he headed. ‘
-The Central Intelligence- Agency said in
a press reléase that Hugel denied the
report, which concerned-his activities be-
fore joining the CIA, but that he con-
cluded the allegations “have become a
burden which he believes is no longer fair
to impose on-the agency and the men and
women who have-worked with him.” .
Hugel, the agency’s deputy director for
operations, had released a statement
Monday night through his lawyer; Judah
" Best, that said -he had:‘“never made a
penny of unlawful profit or done anything
else to bring discredit upon my company,
my family, myself, or the United States.”
- CIA Director William J. Casey im-

'sand

mediately appointed John Stein,’ a. veter-

Max Hugél :

Staternent
issued :
through law-
yer denjes
Washington -
Post charg-
es.

’g'ﬂashkglonpns; . ,
via JP)

an mtelhaenge career offxcer,* as Hucets

pﬂrmanent replacement -the statement

B HLGE L JOI’\ED thP (,[-\ only in }'eb-

‘ruary as Casev’s personal choice for the

key position of chxef of the agency s clan~
destine services.. - Lo
A ClA statement sald

" “Mr. Max Hugel, CIA's deputy dxrector
for operations; today tendered his resig-
nation. Mr. Hugel said he- had concluded
that, aithough allegations made in re-
spect to certain business activities geven
years ago are unfounded and untrue, the
allegations have become a burden which

~ he believes is no longer fair to impose on

the agency and the men and women wha
have worked with him.

“Mr. Hugel wishes to emphasize that

the allegations against him concern his
private life and have no connection what-
soaver with hxs ‘association with CIA or to
its activities.” -

THE POST quoted New York brothem
Thnomas R. McNell, 49, and Samuel F.
MeNell, 47, as saying they and Hugel
participated in a series of prohibited
practices in 1974 to promote the stock of
"Hugel's glectronics company, Brother In-
ternational-Corp.

They said Hugel gave them msxde inc
formation about the company’s potential
earnings in advance of disclosure to other
investors and improperly funneled|
$131,000 to thenr brokvrage flrm, Mcl\ell
Sncuntxes L

The newspaper said the appomtment of
Hugel, who worked in President
Reagan's election campalgn last year as
an organizer of ethnic groups, surpnsed
-top White House aides. :

Hugel told the Post in ‘an mtervxew
Friday that the brothers tried to “black-

‘mail” him when he attemped to sever

business dealings with themr and coliect

-several hundred thousand dollars he con-

s

tended they owed mrx..

“pointed that this newspaper has deter-.
" mined to lend its credi- and dignity to the

"McNell brothers.”

.anything else to bring discredit upon my
company, my family, mjself or the

‘and now,”” Best said. “He’s not subject to.

_‘-_-,_:- r) "L‘

" THE ST»\TE\IEV"' Hugel released |
Monday said he was ‘‘deeply disap-

accusations of two men such _asg the|

“The fact of the o atter—Land this is
incontrovertible—is tiat I have never
made a penny of unlawwiul profit or done

United States,” it said.

Best acknowledced that Hugm,
Joined Samuel ‘vIc\eU in 1974 in an in-
vestment that umed wt to be unprofxt—
able,

. But the Iawyer sud the CIA's extenswe
pre-employment backzround investiga.-
tion gave Hugel a clean bill of health. !

“He was mdependmtly wealthy then

mfh.ence or greed. That's what made
him a good appointment, and that's what
makes this all absurd

CIA :spokesrnan Dale Petemon also
noted that Hugel had been investigated

e\(tenswely before hzs apnomtnewt. -
- R A
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RADIC ADbd QAR Sormaprscons

4701 WILLARD AVENUE, CHEVY CHASE, MARYLAND 20015 656-4068
FOR PUBLIC AFFAIRS STAFF
PROGRAM CB5 Evening News STATION WDVYM-TV
OBS Network
DATE July 15, 1981 7:00 PM city Washingten, DC
SUBJECT Senator Goldwater Calls for William Casey'!'s Qusicr
DAN RATHER: President Reagan says he wants Will am

Casey 1o remain as CIA Director in spite of newly disclosec
information that a federal judge ruled Casey knowingly mis ed
investors in a financial deal more than a decade aqo.

But on Capitoi Hill, as Robert Schakne reports, -here
is some feeling that Casey must go.

ROBERT SCHAKNE: Chairman Barry Goldwater of the Senate

Intfelligence Committee has been tTelling fellow senators focay
that William Casey will have to go as Director of the ClA. Gold-
water, who will not discuss the matter with reporters, is ces-

cribed as being very angry at the way Casey has been runnitg the
ClA since January, and in perticular at Casey's appointmen. of
Max Hugel! as Chief of the Clandestine Service.

Other senators, speaking privately, say that wit! Gold-
water's oppo:|1|on, Casey's job is in.grave jeopardy. One senator
says there is a consensus that under Casey s directorship ~he . CIA
had become Too politicized, that career professionals had teen
passed over in favor of political appointees, and that the Hugel
selection was a reflection of Casey's bad judgment-.

HBoth President Reagan and Vice President Bush sa d that
the CIA Director stillt had their confidence.

PRESIDENT RONALD REAGAN: There's no controversy. |
have compizste trust in him.

FEPORTER: [lnaudible]

FRESIDENT REAGAN: OCh, no.

OFFICES IN: WASHINGTON D.C. ® NEWYORK © LOSANGELES ® CHCAGO e DETROT o AND OTHER PRINCIPAL CITIES
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SCHAKNE: Members of the Intelligence Committee -=ay
that President Reagan has a logical successor to Casey in Admiral
Bobby Inman, now the CIA's Deputy Director. Inman enjoys utipar-
tisan support, and in particular the strong support of Sen=tor
Goldwater.

One committee source said that Casey was a victim of
a rebellion by CIA professionals, or, as the source put it, the
CiA bureaucracy. The bureaucracy, the source said, wanted Casey
out because of the Hugel appointment, and is delighted witih The
events of The past two days.
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*SHeDem&s ﬁwmo

{,.ngx(‘ Iu&d@ﬁ&ﬁhiof (.land&s
stine actxvmes«‘oz: the Lentral Inté
Jx"ence*Aﬂenc y‘,,mﬂu.he* *wak& 2oi

. >If-made Brookl V110 Busmesamarm
fand reputed millionaire; was fm—ced 3
by the White House. It marked mo-~
Elrst Yitne in the CTA's' 34-year his=~
'mry ‘that a top ‘official-has' left be=-
“a cl Uenge:m his pemona. 3

»-.ea q‘

‘helpe& Ca.»eyururr P’e‘ndent R ;
= gan's successtulr alection® campalgn'ui
Flast falls Hetter*td Cdsey>madesy
pubhc Tue%da}f. 'Hugak said allega-=
“tionis Tof “stock’ mamputatmn. r'nad
,at’am%t‘ hzm by, twolmrmer a*ssocr-f;

latestweres “nfoundedy unproven
: ? TS 5;:::;:3’@.4&;@_%

2R ).‘L! 2 ,t_f.x_v’z"c\c\ﬂ.)o(u‘
Sepied “With Regmath e PN
onetheless:*a-—rsgmor“’WhrteJ
Ious‘s»*of‘iczzd~ w}vo d"eéhﬁed Use o
}ns name, s:ud\xt was' 1mportanr th
» cut Huvel off: qmckb"f,becausethevi
ch'zr"es of stock{raud By tw b'for-«
*fier. Wall Street brokers En'st'pub‘-n
“lished’ ’I‘uesddx“m “the Washmgton—;
. Post/ hact damarfedHugPLs cx:e.dlmb--'
i ‘and “couldbesmirch- the’ aoenc3r;§

¥ 1tself ”I‘he charges’ Were-‘bolstered'}

LOS ANGELES TIMES
15 July 1881
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<% Caseyacceptedskiuc s ;
S-tion with::‘deepeést, reo*fr' a

—STAT

S mediately ﬁamed’ca.w CIA oBicIaLy
< John Steiti as his stecessors L H
& Casey. ‘concurred:iins the White
g House mewvfthataHu" 2} hadtore -
*"sxvn', anoLnerAt‘mms“* wonofficip b
s;ucL “Howevers becatse: Casey ha L.
Fhired” i:mg"k:as“ Etﬂ.CO wsistantlaste
£ Januaryhand: had/promated. hire-it X
May as chief of worldw: dmckmdm-*
Ylinesactivities,sHugel s falkseemed
s tcsoeLLLtoub efm:Ca'e cagwelk b
ESEIE as, partxcv.u;.).y dmubl&pma‘ :
orsCaseysbecatsesias sa.formes - |
: Lchalm'of me>Secunues,and~Ex—wi
P g ~‘Conmunsumqn;.u.nnc, »,?,he o
’N;xon ‘Ad r'umstratlo.x,
Fy7as, expecieé ey bé’*sers:mn
"to ‘mproper st stocksdeals i Caséyilast s
nﬁﬁi’%red;as ' egeraj*f:ovms‘*fof e
z l;é.-;?thsf.?,SEC s*m’pec odendor

o u:qels appomtmerrf was a maiw’-:
?- erofcomroversyeﬂhe—tmeatwi ,.
¥made,’ wrh ‘several’ membcrs of the
,.mtelhaence commumtv charging >
rthat’ Hugels lacx-oiﬁmmencex.h;- N
Squalifieéd “him? Hor%the-post.iCord
Meyer a~forrier TCIA  official "who :
£ nows-writes * avnewsrmuprs-column
ﬁ" ’\tehat the~t1me ‘!hm:th%mte}»
hgence,aoency Hwas sﬂmned thiss
iweek i by.-the .selection-of -a rank~
Zdmateur o head::zts mus‘r;sensm ver
xdlrecfm'ate'i Pk oo Sl T
31Aften§{u0e vbowed *mt*Tuesddy, 2
i Meyer ‘said:iI-feel theysrecognizet -
iheu' mistake ‘andimoved quickly o
J“QPBIET{‘ -L.thought Caseytwasitaxs
tingrarvery-long: gamhle pmung himed
m‘th‘dt‘jOh ‘becausesof-hisdnexpen
“rences: perhaps:anmmece&zry sones
; because,therewevamnmanmuah-
f fxed ymenatofillsitd-Meyeresaidi he
gtbeheyesiiheacmrm}cswm bP
Lw&llipieasedm.hﬂteu .é;scm;h su2

CONT!NUED
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Judge Asseris Casey, |
C.I1A. Chief, Misled ;
Stock Buyers in ‘68

By PAUL L. MONTGOMERY.

N

Wittiam J. Casey, the Director.of Cen-
tral Intelligence, -knowingly partici.
pated with several others in an.invest- |
ment offering for a farming company n |
153 that **omitted and misrepresented .
facts’" to investors, according tua;Eexl- '
eral District Court decision (handed™
“down inMay. T Ry

The ruling on May:19 by Judge -
Charles:E. Stewart Jr. of the.Federal ;

‘might Tun into in the course of ais ca-

1+ has handled similar cases for the Wash-

Vware in 1968. It consisted of 43,000 acres

ge -

District Court in Manhattan named Mr. 7,

e

NEW YORK TIMES
15 JULY 1981

Casey had donenothing wrong. ..

The kind of suit in which Mr; Casey is
a defendant is a comrnon action by in-
vestors against officers of a bankrpt
company. *This is your garden-variety
lawsuit that any businessmnan-lawver

reer,” said Wallace L. -Timmeny, who

ington law firm of Kutak, Rock & Huie.

‘‘Thatisabsolutelyit.’”” .
Multiponics, formerly called Ivanhos

Asscciates,. was incorporated in Dela.

of suybean, tice, cotton and corn land in
Louisiana, Mississippi,” Arkansas and
Florida assembled by the company’s
founders,-including Mr." Casey. Among
the other founders were Stanley E.
Burkley of Natchez, Miss.; N. Leslig
Carpenter, an investment banker from
Natchez; Alired 3. Moran, a New Or-

Casey as one of the officers and promot-
ers of Multiponics:Inc. who was respon-
s’ole for the misleading offering.”Mr.
Casey was' thenia, private lawyer-and
+was listed as the-secretary-and adirec..
tor of the company. The company went”,
into bankruptcy proceedings in 1972 and
isnow defunct. - R
-Judge Stewart’s decision, whiclr was
buasad on documents and admissions by
the defendants, including Mr,” Caszy,
wa3 part ot a drawn-out lawsuit in which
disgruntled investors are seeking 1o re-
coup their losses. Many other issues in
the case, including damages, remain to
be litigated, and Mr. Casey's lawyers
are se=king a reargument of the portion
dzcided by Judge Stewart.” 77277
One of Mr. Casey's lawyers, Arnold 8.
Jacobs of the firm of Shea & Gould, said
yesterday that his client was '“taxing
the position that he did not violate the
Federal securitylaw.” <+ .7
“Mr, Casey was a passive Investor’™
who was' notsdirectly involved in the’
‘management of:the company, said Mr.’
Jacobs.-'He lost-a lot of-money-in the
company, virtually, all of his invest-
ment.”” Mr. Jacobs.is representing Mr.
Casey with Milton Gould, the firm’s sen-
i lorpartner... | ... SR T
A spokesman for the C.UA. said that
Mr. Casey had no comment on the case,
Mr. Casey's involverment with Mulri-
ponics and the subsequent lawsuit came
up in 1973 in Senate confirmation hear-
i1gs onhis appointment as Under Secre-
| tary of State for Economic Affairs. Mr.
Casey, then chairman of the Securities
and Exchange Commission, & denied
wrongdoing and said, *It’s a question of
a business decision.” Senator Jacob K.
Javits said later he was satisfied Mr.

leans industrialist; Lawrence F. Orbe
2d, a New Orleans investou:ient banker;
and James H. Swinny, a Natchez tusi-
aessman. All are detendanis in the law-
suit. . " !
. Alfter incorporation in 1585 the <0Mm-~|
pany made a private investment offer-
ing of 35,000 units coasisting 61 3100 paz]
value sucordinated depenturss, sharssi
of commen stock and warrants 1o pur-!
chase additional snares, In 1558 ard;
again in 1970, the company registered a!
public ofiering of stock with tha Securi-i
tes and Exchange Commission, whaich;
Mr. Casey then headled, but the oilering:
was never acr -~ily mede and the com-;
pany soon * .came insolyent. It is the!
difference between the language of the!
private oflering and the nreposed public
offering that forms much of the dispute
in the lawsuit brought by investors in
theoriginal 35,600 units. .

According to Judze Siewart's ruling,
there were several important omissions
or mistatements in the private oifering,
later corrected in tbe public oifering.
The private offerirg impiied that the
seven farms that made up Multiporics
were operating and profitable, whereas
the later statement aciknowledzed that
two farms were not operating at:the
time they were acquired. two were only
being sharecropped, and a {iita was op-
erating at a loss,

An omission cited by the judge in the
original offering concerned the terms
under which Multiporics acquired the
farms from its founders. The private of-
fering did not menton that the company
had taken over the mortgages of the
farms, creating considerable built-in in-
debtedness. This was acknowledged in
the proposed public offerings,

Mr. Casey, according o the court

i papers, was part owner of three of the
: seven farms when they were 301d to Mul-|.
tiponics, and received Multiponics se-
. curities in exchange. According to the|
_records, he invested 3145,614 in the land,
.thelargest single investment ameng the
-founders, _and . Muitiponics - assumed
$301,000 in mortgages while issuing him
65,973 shares of stock. . -, SR
Aiter reviewing the evi
Stewart concludedz: - . e
_ - “In sum, there is no genuine issue of
imaterial fact that the offering state-
‘ment omitted and misrepresented facts
that woulrl have been material to a rea-
:sonable * investor . in. -determining
-whether * 10-* purchase Multivonics'
stock.” - el e

dence, Judge

v

3 e e
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e e s

Approved For Release 2

005/11/28 : CIA-RDP91-00901R000400180011-6



. STAT
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6
THE WHITE HOUSE
office of the Press Secretary
PRESS BRIEFING
BY
LARRY SPEAKES
The Briefing Room
July 15, 1981
INDEX
SUBJECT ) PAGE
ANNOUNCEMENTS
Presidential personnel........ceocveene feeteereses st e .1
Pregident's schedule...... ceceanaen e, ceceternceses 1
BriefingsS...cceceoseecanes ceessesnuann Ceeeeenane cehenenn [N .1
Notices to the Press..... ceesesssenaee ceranesesens setsenss s 1
TAX PROGRAM
Telephone call to Tip O'Neill.......cc.ovenn e a s e eeee.2-5
CASEY
Charges against........ et sraccesnans Cherrsee e feeeeesaeaen 5-17
White House involvement............. crertasnese e Cesets e 7
Conversations with the Pre51dent_.......... ......... Ceessae e 7-8
Max Hugel...... Chesce e ceestac e B T R R 8-9
Conversations with White House staff...... chersecte s 8-10
Standards for personnel..... Ceetsareseeannnae ceeeenn cee e 10-15
Presidential decision on........ creescssstsusasanane oo nenn eeelb
Briefing by Fred Fielding...... Ceeceesseees e e rears e 15-16
JUDGE O'CONNOR
Meeting with the President...........cccveencncnnn cr e see e 17
Views of..... e cesenres s eeenene cececsesrenasreans ceecee s 17
Moral Majority....... Ceetseee e cerhesessesseeasaae ceeses e 18
F-1l6s
Status of decision...ccevececacecnnns Cesecsasasnneus crec s 17

Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6




Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6
THE WHITE HOUSE

Office of the Press Secretary

PRESS BRIEFING
BY
LARRY SPEAKES

July 15, 1981
The Briefing Room
11:10 A.M. EDT

MR. SPEAKES: The President today is announcing his
intention to appoint Donald Eugene Santarelli to be a member of
the Board of Directors of the Overseas Private Investment Corporation;
Carlos C. Campbell to be Assistant Secretary of Commerce for Economic
Development Administration.

The President's schedule is continuing now with a meeting
with members of the small business community and they will be in
the briefing room at the conclusion of this briefing for radio
and television coverage. At 11:30, a meeting with James
Roosevelt to discuss the 100th anniversary of his father's birth
and celebrations, observances around that. At 12:00 noon, meetings
with U.S. ambassadors. We've put out this list and they are U.S.
ambassadors that are departing for overseas duty. The President
will be in the residence after 12:30 this afternoon working on his
briefing books for the Ottawa Summit.

We are handing out a notice to the press regarding the
Ottawa Summit. Tomorrow's briefings other than the regular White
House briefina are the 10:30 a.m. briefing by senior administration.

officials on non-prollferatlon and a presidential statement 1t that
will be handed out -- a written statement at that time.

Q Where will that be?

MR. SPEAKES: Pardon?

Q Where is that?

Q Will you have all the documents there as well as --

MR. SPEAKES: Documents will be in both places. Is that
going to be in 450, Mort?

MR, ALLIN: 450.
MR. SPEAKES: 450.
Q Who's going to brief?

MR. SPEAKES: We are not firm. Yes, it's senior administra-
tion officials but it's reportable for immediate release. And the
briefing on the Ottawa summit will be -- it looks more like 3:00
now tomorrow, room 450. Secretary Haig will brief for radio and
television coverage followed by background briefing by administration
officials from the White House, State, and Treasury who have been
involved in summit preparations. The regular White House briefing,

I presume, tomorrow will be at 12:00.

MORE #130-7/15
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MR.SPEAKES: I think the President would remain in town
until Congress acts, yes.

Q Vas Howard Baker reflecting a conversation he had
with 0'Neill?

MR.SPEAKES: Yes.

Q In which O0'Neill said, "You can have one or the
other, but not both"?

" MR. SPEAKES: I'm not sure that -- I don't know how that
came about, but it was basically that. You sum it up very well.

Q Take your pick?

MR. SPEAKES: Yes. Or if there was a choice, I'm not
sure how, how it actually came from Baker to =--

Q When you indicate that O'Neill backed off slightly by
saying he was willing --

Q Slightly? (Laughter.)

Q What makes the President think that Speaker O'Neill
can come through on such, even if he made such a committment, given
the way you have all these hundreds of people on the conference
committee, and it's a really complicated thing?

MR. SPEAKES: Well, I don't know, we —--

Q He hasn't been notably successful in producing everything
he's promised until now.

MR. SPEAKES: You have to take the Speaker at his word.
He's a strong leader.

Q Did the President offer the Speaker anything in
return for this speedy action?

MR.SPEAKES: No.
Q Cuff links? (Laughter.)

Q "You, get the other one when they're on my desk®, (Laughter)

Q Larry, this is something the President's
been hammering and hammering at this theme in public remarks and so forth.
Are you claiming this as a big victory, having the .Speaker's committment?

MR.SPEAKES: No, I just merely state the facts.
Q Are you through with your announcements?

MR. SPEAKES: VYes.

Q Well, in that case, let's ask you about Mr. Casey.
Yesterday, you had the White House press office said the charges against
Mr. Casey in the Multiponics case had been raised during his confirmation
hearings going all the way back to 1971 with the Securities and Exchange
Commission. It develops, according to our information, it was not
raised in 1971, it was not raised in the Export-Import Bank

: - s R000400180011-6
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hearings, it was not raised in the public record during his confirmation
for the CIA, although it was raised by staff. Could you respond to that?

MR.SPEAKES: Well, the response is that this information
was provided to the President's council on the disclosure forms that
we're required to -- all federal appointments are required to complete.
There's a subject on pending litigation. That was listed there.

There were discussions with Fred Fielding regarding this and other
matters. It presumably could have been a part of the FBI investigation
since these forms are provided to the FBI. This material is turned
over to the Select Committee on Intelligence that conducted Director
Casey's hearings. So the matter was there, whether it was raised in
public hearings, whether the committee was satisfied with it, and

the staff was satisfied with it, they did not raise it. I don't know.

This information, according to -- according to
Fielding's recollection, had at least been a matter of discussion,
in '75 at the Ex-Im and in '73 at the Under Secretary hearings.
And as I said eariler, certainly the President retains full confidence
in the Director of the Central Intelligence Agency.

Q Why is that? Why does he retain full confidence after
the Judge ruled as he did in May? Because during the confirmation hearings,
there had been no court decision in this case.

MR.SPEAKES: That's true, Sam, he does. That's his
statement. The matter is still subject to further appeal within
the court system, and I don't want to get involved in the merits of
the case.

Q But does the President, or does anyone in the White House
question the wisdom of Mr. Casey putting Hugel's name into nocmination,
after only the most cursory, apparently, of background checks?

MR.SPEAKES: First of all, it was a CIA appointment,
not a Presidential appointment.

0 Yes, but does the White House question the wisdom
of Mr. Casey's action is what I'm asking?

MR. SPEAKES: No.

Q Let me pursue the court business. While this has
not occured yet, as I understand it, eventually there would be a charge
of criminal violation in this case. Why not ask Mr. Casey to step
aside until it has been fully adjudicated?

MR.SPEAKES: Well, Sam, we have elected not to do that
and the President, once again, has expressed his full confidence
in Director Casey. These matters have been raised several months
ago within the White House, and they have been discussed in detail,
and the decision was made first to submit the nomination to the
Senate, and it was subsequently confirmed.

Q How far will the President back Casey?

MORE #130/7-15-81
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If the court re-hearing results in the finding similar to the one
in May, will you then continue to back him?

MR, SPEAKES: Sam, we'll just wait and see what happens.

Q When did the White House learn of the Judge's
decision on the Casey matter?

MR. SPEAKES: The President learned of it yesterday
afternoon when news accounts appeared on it. I do not know if
anybody else in the White House knew it earlier. I don't think so.

Q Presumably Casey would have known about it.

MR. SPEAKES: Presumably, yes.

Q He didn't tell anybody at the White House about it?

MR. SPEAKES: Not that I'm aware of. I could check
further to see if I could turn up anybody that was aware of it.

Q It's been a matter of public record since Mé;Tff
Q Nobody paid any attention?

Q I didn't know about it.

MR. SPEAKES: No, Sam didn't know about it.

Q Larry, you said, "We have elected not to ask Mr.

Casey to step aside." Who is "we"?
MR. SPEAKES: The President.
Q When did he make that determination?

MR. SPEAKES: He made it yesterday afternoon when these
matters were raised and he continues the determination as of this
moment.

Q So, he made a formal decision yesterday that Casey
stays?

MR. SPEAKES: Yes.
o} Did he talk to Casey yesterday about this?

MR. SPEAKES: He did not talk to Casey. Casey was here
yesterday, but they did not discuss this matter. And, as of about
10:30, he had not called Casey and I'm not sure whether they've talked
or not.

Q Did he talk to Casey without discussing this matter
yesterday, Larry?

MR. SPEAKES: They talked about matters that involved
national security and there were others present. So, that was not
a subject on the agenda.

Q But Larry, this is quite a serious thing. Do you
have any idea why they didn't discuss this issue. It's kind of
pressing, isn't it?

0 Was it before the President was told about it?
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6
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MR. SPEAKES: It could well have been because this
meeting was one of the national security groups and that was at
1:45 yesterday.

Q Larry, in light of what we think we know now about --
the CIA background check appears to have been a rush-order, seven-day
job. 'Is the White House is still taking the CIA's word for it that
this check was thorough?

MR. SPEAKES: Yes. I think the seven-day check you
referred to--if I read the paper correctly, it apparently was a check
that continued over several months while Mr. Hugel was in various
positions at the CIA.

0] Do you take Hugel's word in his contention that
charges are unfounded, Larry?

MR. SPEAKES: That's his statement, Lester. Mr. Hugel
has resigned and --

Q How do you feel? What does the White House feel,
Larry?

MR. SPEAKES: Mr. Hugel has resigned and we've expressed
our opinions extensively here yesterday.

Q Larry, who was in on the President's meeting on
which the President decided to keep Casey?

MR. SPEAKES: I don't know.

Q Is the 1953 Executive Order on Qualifications
for CIA Posts still enforced?

MR. SPEAKES: What does it say?

0 It says that anyone who makes misrepresentations
or false statements does not qualify for a sensitive position in
the agency.

MR. SPEAKES: TI'm sure it is still enforced. We'd have
to check and see if there's been any change in it since 1953.

Q Has anybody at the White House talked to Casey
about this May court ruling?

MR. SPEAKES: I don't know whether there have been
conversations or not. I don't know whether Fielding or Baker or
anybody along those lines have talked to him.

Q Well, how could the President make a decision to
keep Casey at the moment without haven't discussed it with him or
having someone at the White House discuss it with him?

MR. SPEAKES: This has been a matter that is in our
discussions with Casey prior to January 20th.

Q But not this court ruling? That's what we're
asking about -- the May 19th court ruling?

MR. SPEAKES: It's true, but the pending litigation was
definitely discussed, yes.

Q Yes, but a judge has made an initial finding.
Approved For Release 2005/11/28 : CIA-RDP91-00901R000400180011-6
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Q Mr. Casey and his colleagues are appealing it, asking
for a re-hearing, as I understand, but the finding is on the record
and it goes against him, saying that he knowingly participated in
withholding information from investors that they had a right to know.

How can a man like this be in a sensitive post like CIA
Director without some trepidation here at the White House?

MR. SPEAKES: I asked the President and relayed to you
his view and that is his view.

Q Larry, on Hugel, how is it that the President has
not had his opinion of Casey changed at all by Casey's judgment in
choosing Hugel in the first place and then putting him in the number
two job over there?

I mean, is this the kind of judgment he hopes all his
people would use in --

MR. SPEAKES: When the matter of Mr. Hugel came up,
he resigned, and the President --

Q But that's not what I'm asking. I'm asking about
the original decision to put him in that post with all the questions
that were raised about his qualifications then and then number two
with what came out later?

MR. SPEAKES: The President has expressed his viewpoint.
I don't know how I can go beyond that.

Q Is it true that Jim Baker suggested to William Casey
that Hugel ought to go or resign or something like that?

MR. SPEAKES: Sam, I've seen those reports. I think
there was a telephone conversation, but as I understand it, and
as we said here yesterday that there was no -- it was on Mr. Hugel's
own that he decided to resign.

Q That wasn't the question. Did James Baker suggest
to William Casey that Hugel ought to resign?

MR. SPEAKES: I don't know the answer to that. I think
Baker is quoted in the newspaper this morning and spoke directly
to a reporter yesterday which he said he did not.

Q Was the administration prepared to ride this out
with Hugel had he not resigned?

MR. SPEAKES: Well, he resigned.

Q Yes, but I mean, there was no command decision that
he should go, is what you're saying?

MR. SPEAKES: The matter never arose, Helen, since he
did resign.

Q The matter never arose?

MR. SPEAKES: The thing broke in the paper at whatever
time it hit your doorstep yesterday morning and --

Q No, you knew about it the previous Wednesday or
Thursday.
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Q By your own admission, you knew about it the
previous Wednesday or Thursday.

MR. SPEAKES: I'm being a little facetious. We did
not -- that matter never came up in that context as to whether to ride
it out or not ride it out.

Q The press reported this morning that the White
House was prepared to ask for his resignation from Casey if it had
not been forthcoming. Do you have any insight on that?

MR. SPEAKES: Once again, the man resigned so he resigned.
I'm told here that Baker says "no" on that.

Q James Baker says "no" about what?

MS. SMALL: Baker says "no" about the report late
yvesterday. He said he did not -- there was a report in the press
yesterday,in a local newspaper,that it was at the instigation of
James Baker that Casey had him resign and Jim said late yesterday
as soon as he saw that report in the paper that that's absolutely
not true.

Q And we're not playing with words about whether
he asked or suggested or hinted or -- we're not doing that?

Q And it wasn't Mike Deaver that did it? There's another
report that --

Q The President said, in talking about the Hugel

case, stressed that only allegations had been raised, that the man
had not been convicted, that there was not proof of wrongdoing on
his part. 1Is it the standard of this administration to keep in
office any official so long as no formal conviction or proof of
misconduct has been established?

I'm just asking because I think it's a fair question.
And what is the philosophical or ethical standard for maintaining
in office public officials in this administration against whom serious
allegations have been raised but not finalized in the legal sense?

MR. SPEAKES: Have we had another case?

Q Well, Mr. Casey may be a case.

MR. SPEAKES: We've stated our position on Mr. Casey
and Mr. Hugel resigned and I don't know of any others.

Q Well, Mr. Casey, at least at one stage in the
judicial process, has been found to be culpable in apparently
a serious financial allegation of serious financial wrongdoing. Is

it the President's philosophy or belief that officials should be
maintained in office until the legal system is exhausted?

MR. SPEAKES: I don't want to make a general statement
as a matter of policy, but in this case it's obvious what we're doing.

Q Well, are you making decisions on a case-by-case
basis or is there an overriding standard by which all officials are
to be judged?

MR. SPEAKES: I don't really know how to answer that.

u £, I should
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think, inasmuch as public integrity, on the part of govermment officials,
has become a running issue over the years, as you well know.

MR. SPEAKES: We have only the one case that you raise
on Mr. Casey in this administration and the President's made his
decision in this case.

Q Larry, so it is a case-by-case?

Q Did he offer to stand aside, today?

MR. SPEAKES: I don't think they have --

Q Did he ask at all?

MR. SPEAKES: No. They have not talked and I don't
think he has.

Q You're saying then that it's a case-by-case decision?
MR. SPEAKES: We've only had one case.
Q But what if you have a third and a fourth and a fifth?
MR. SPEAKES: When we get there we'll make that decision.
Q What you're saying, Larry, is there is no general
standard that applies to everyone in this administration whether or
not there is a present case? I mean, don't you have a plan, a policy,

that automatically applies in cases such as this when they arise?

MR. SPEAKES: Bill, they vary from case to case and
some allegations are more serious

MCORE #130-7/15
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than others. Some have more substance than others and I think we
have a high ethical standard in this administration and it has been
adhered to generally throughout the administration. And, yes, we
will address them on a case-by-case basis.

0 Larry, on that point, don't you think the case
against Mr. Casey has more substance than the case against Mr.
Hugel in view of the fact that there is a judicial ruling against
Mr. Casey?

MR. SPEAKES: The case against Mr. Hugel never got that
far along because he resigned.

0] I wasn't asking about the Hugel case. I was asking.
about the Casey case.

MR. SPEAKES: I don't want to make comparisons. Mr.
Hugel resigned. The President has expressed confidence in Mr.
Casey and that continues.

0 What if an appointee were to be indicted? Would
he be expected to resign then?

MR. SPEAKES: That's a "what if." ©None have been.

0] Well, are you prepared to deal with that with a
policy in place as soon as a question like that arises?

MR. SPEAKES: We would surely take it up with the White
House counsel and appropriate counsel and --

Q You mean there is a question about what action
would be taken in the case of an indictment?

MR. SPEAKES: Bill, it hasn't happened yet. That's what
I'm trying to say. We would discuss it at --

Q But don't you have a standard, however?
MR. SPERKES: We have high ethical standards in this
administration and few, if any instances, have they been called

into gquestion.

Q But the height of these ethics varies with regard
to the case. Is that what you're saying, Larry?

MR. SPEAKES: What?

Q You say you have high ethical standards, A. B,
you say you're going to deal with it on a case-by-case basis. Therefore,
the standard of ethics varies up and down. Is that correct?

MR. SPEAKES: No.

Q Well, then, can you explain what it is? I think
we're all puzzeled, Larry.

MR. SPEAKES: Lester --

0] I don't understand, Larry. If you have a standard,
if a standard is a standard, it means it is standard. (Laughter.)
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MR. SPEAKES: Look. I brought this all the way from

California for you. (Laughter.)
Q Let the record show there is a flyswatter in hand.
Q Larry, what about this? Do you have some kind

of standard and if it is a standard, it applies uniformly, it
appears to me, rather than on a case-by-case basis. That sounds
like the State Department, Larry. (Laughter.)

MR. SPEAKES: Thank you, Lester.

Q One other question here, Larry. The difference
between the Hugel and Casey matters may be significant in that
Mr. Casey has already undergone part, at least, of the judicial
process. There's also a difference in that Mr. Hugel was not a
close personal friend of the President. Mr. Casey is and has
been for some time. Is an individual's personal relationship with
the President a factor in deciding these case-by-case matters?

MR. SPEAKES: No.

Q In other words, the President has the same ability
to judge individuals that he doesn't know and hasn't known as
he has judging individuals whom he's known for some time?

MR. SPEAKES: Yes.

Q Well, that's remarkable.

Q Did the President see Mr. Casey's FBI file before
he was appointed?

MR. SPEAKES: I don't think the President looked at it.
I think it was reviewed by Fred Fielding and the President was

briefed on it.

Q Larry, does this administration have guidelines
written down, ethical guidelines.

MR. SPEAKES: There's quite a legal, ethical standard
that's laid down since 1973-74.

Q Does this administration though have its own legal
opinion as other administration's have?

MR. SPEAKES: I don't think we have any written guidelines.
I think that gets to the heart of your question.

Q You have no guidelines?

MR. SPEAKES: No written guidelines but if you would take
a look at these forms we fill out before presidential appointment --

MS. SMALL: In the beginning we got all that stuff --
the Code of Ethics.

Q That's the law that you got.
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o] Is there or is there not some guideline or some
legal opinion? You said no and then --

MR. SPEAKES: As I've tried to say, there are a whole
series of laws and we certainly comply with those laws. We comply
with the disclosure laws. They're quite extensive and yes, we do
have some -- I don't know whether they're written. Maybe we did
receive a packet of material when we can aboard here.

MORE #130-7/15
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MS. SMALL: I think it was the law on that.
MR. SPEAKES: That's what I'm trying to say.

Q Does the President subscribe here to situation
ethics, Larry, in this packet?

MR. SPEAKES: I'm handed a note that I surely want to
correct a misimpression that there was a need for a presidential
decision about whether to ask Casey to step aside or remain. There
was not an up or down decision. The President immediately decided
that he had full confidence in the Director continuing.

0 The President immediately "decided"? Are you
trying to explain there was no decision?

0 Why the need for a decision?

MR. SPEAKES: We're going at an awfully fine point
here. They go in and say, "This has been raised against Casey,"
and he says, "I have no problem with that. I have full confidence
in him." He said it again this morning.

Q So he did make a decision?

Q So there wasn't any discussion of whether Casey

should leave?

MR. SPEAKES: No, that's right. I think that
clarifies it.

Q What you've said on the record suggests that the
President -- not suggests -- you have said definitely the President
was informed about this matter.

MR. SPEAKES: That's right.

Q And said words to the effect that he has full
confidence in Mr. Casey.

MR. SPEAKES: Sure, that's right.

Q And he sees no need to take any action. Now,
that's a decision.

MR. SPEAKES: Okay.

Q I'm confused on the timetable of this review of
Casey's disclosure form. 1In his original form that he filled out
prior to his appointment, he disclosed the lawsuit that was
pending. Now, you just said that this was reviewed by Fred Fielding
and the President was briefed on it. But I didn't think Fred
Fielding was on the staff as White House Counsel during the period that

Casey's disclosure form was submitted.

MR. SPEAKES: Fred Fielding came on board as a counsel
in the transition shortly after the election and his entire job,
his entire waking until going to bed hours, were spent in conflict
of interest, and that was his job, that was what he was hired to do
and he became Counsel on January 20th.

Q And so in that role he reviewed this and
you are saying he specifically briefed the President on the lawsuit
aspect of this?

MR. SPEAKES: 1I'm not sure he briefed him on the
lawsuit. He decided that he was --

Q Barlier you said Fielding reviewed the file and
the President was briefed on it. Now you're saying you're not
positive that he was briefed specifically on the lawsuit.

MR. SPEAKES: That's right. Fieldin%'sojob in the
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transition was to supervise the preparation and completion of these
forms, to review them, to interview the candidates for appointment
by the President that were announced in the transition, and he did
that in the case of Mr. Casey. He decided that there was no problem.
I don't know whether he specifically mentioned this to the
President-Elect at the time about a pending case, but in Mr.
Fielding's opinion the nomination should go forward. It did.

These matters were submitted to the Senate Committee. What the
Committee elected to do, obviously they did not raise it in any
great detail.

Q They didn't raise it, period.
Q You just said about three minutes ago that Fielding
briefed the President. Now you're saying you don't know if he

briefed the President.

MR. SPEAKES: I'm saying I don't know if he briefed
him on this matter. I think both of you guys have missed that.

I've just said it. Helen was talking about the
FBI report. They're talking about the disclosure forms.

Q So if Casey goes, then Fielding goes too, is
that it?

Q He did brief him on the FBI report?
MR. SPEAKES: Yes.
Q And all of this was in the FBI report?

MR. SPEAKES: I don't know. I haven't seen the FBI
report so I don't know. It was in the disclosure form.

Q Who briefed the President on the case, on the
court case yesterday?

MR. SPEAKES: I don't know who it was. Probably
Baker or Deaver or Meese.

Q Did they read the court decision itself?

MR. SPEAKES: No, I don't think they've read the court
decision. We don't have that in hand yet.
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_ Q And he has made his determination régarding Casey on the basis
of news repprts regarding the court decision?

MR. SPEAKES: That is correct.

Q You don't have the May 19th court decision in hand
yet?

MR. SPEAKES: Not in hand. We are getting it today. It is
a long way to New York.

0 Do the Hugel and Casey matters affect the performance
of the Agency in the estimation of the administration?

MR. SPEAKES: No, it does not in any way.
Q. How are the black-bag operations going, all right?
MR. SPEAKES: As far as I know.

Q How is the O'Connor -- what was it about the meeting,
anything that you can tell us?

MR. SPEAKES: No, you saw it. They went back in the Oval
Office and talked for a while. The reports from the Hill are very
optimistic and we are very confident that she will be confirmed by
the Senate and take her place on the Court.

Q What about the F-16s?

MR. SPEAKES: Nothing for you on that today.

0 Did the President guestion her any further about her
views on abortion or --

MR. SPEAKES: I don't think that came up.

o] Let's follow up on Bill's question. 1Is it clear that
there is going to be a decision made and announced on the F-1l6s before
Friday?

MR. SPEAKES: I am not certain before Friday, Sam, but --

Q Well, including Friday, if you will.
MR. SPEAKES: -~ before this delivery goes forward.
Q Yes, but the 17th is the delivery date for six, is it not?

MR. SPEAKES: Yes.
Q And you have already said they are going.

Q But you are already on record as saying there will be a
decision before the delivery date.

MR. ALLIN: We said, "we anticipate, we hope."

Q Well, why waffle on it? I am just trying to see if there
has been a change. )

MR. ALLIN: There is no change.

Q Larry, getting back to the President's apparently exquis-
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ite ability on the phone with Speaker O'Neill in three minutes to
bring abcut this. There is another report that a spokesman from

Moral Majority has said that they were very wrong to have opposed
Judge O'Connor. This, too, is an astonishing turn-around, doesn't

the White House think, or what? The President certainly apparently
had a terribly persuasive power over the Reverend Jerry Falwell, did't
he? Could you tell us about that? Was that three minutes, Larry?

Q He just kicked him in the back side.

MR. SPEAKES: I don't know how. that came about, Lester, but I
have heard the statement and we note it with interest.

Q Do you feel, in view of the fact that you have had such
an effective triumph with the Speaker and with Falwell, that you

might be able to somehow tone down the John Lofton write-up?

MR. SPEAKES: You are not making any connection between points
a, b, or ¢, Lester.

THE PRESS: Thank you.

END 11:45 A.M. EDT
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